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August 18, 2003

Washington, DC 20549,
U.S.A.

\
Ladies and Gentlemen, S@?@%ﬁ

Re: The Bank of East Asia, Limited
Rule 12g3-2(b) Exemption File No. 82-3443

Wi

03029624

Pursuant to Rule 12g3-2(b)(1)(iii) under the United States Securities Exchange Act of 1934, as
amended (the "“Exchange Act’), and on behalf of The Bank of East Asia, Limited (the
“Company”), enclosed for your attention are the documents described in the Annex hereto.

These documents supplement the information previously provided with respect to the
Company’s request for exemption under Rule 12g3-2(b).

This information is being furnished with the understanding that such information and documents
will not be deemed “filed” with the Securities & Exchange Commission (the “SEC”) or otherwise
subject to the liabilities of Section 18 of the Exchange Act, and that neither this letter nor the
furnishing of such documents and information shall constitute an admission for any purpose
that this Company is subject to the Exchange Act.

Please do not hesitate to contact the undersigned at (852) 2842 3038 in Hong Kong if you have
any questions.

Thank you for your attention to this matter.

PROCESSED

Yours faithfully, _ //\

For and on behalf of \ \SEP 04 2003

THE BANK OF EAST ASIA, LIMITED THOMSON
FINANCIAL
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The Bank of East Asia, Limited REHRITERLR

10 Des Voeux Road Central, Hong Kong &HEFIREHED T

Telephone B3& (852) 2842 3200 Facsimile BE (852) 2845 9333 Telex B HX 73017
www . hkbea.com




File No. 82-3443

Annex to Letter to the SEC
dated August 18, 2003 of
The Bank of East Asia, Limited

The documents below are being furnished to the SEC to supplement information provided since
April 26, 2003 with respect to the Company’s request for exemption under Rule 12g3-2(b).

Description of Document

1.

Document

Date

Document
Date

Document
Date

Document
Date

Document

Date

Document
Date

Document

Date

Source of Requirement :

Document
Date

. Memorandum and Articles of Association of The Bank of East

Asia, Limited (including all amendments up to March 25, 2003)

: March 25, 2003
Source of Requirement :

Hong Kong Companies Ordinance

. Form SC1 Return of Allotments
. May 6, 2003
Source of Requirement :

Hong Kong Companies Ordinance

: Form SC1 Return of Allotments
: June 9, 2003
Source of Requirement :

Hong Kong Companies Ordinance

: Form SC1 Return of Allotments
- July 7, 2003
Source of Requirement :

Hong Kong Companies Ordinance

. Notification of Board meeting declaring the interim results and

interim dividend for the year ending December 31, 2003

s July 7, 2003
Source of Requirement :

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited ("HKSE Listing Rules")

. Interim Report 2003
© August 1, 2003
Source of Requirement :

HKSE Listing Rules

Press Announcement in respect of announcement of 2003 interim
results

. August 4, 2003

HKSE Listing Rules

. Form SC1 Return of Allotments
. August 6, 2003
Source of Requirement :

Hong Kong Companies Ordinance




MEMORANDUM
AND

ARTICLES OF ASSOCIATION

OF

THE BANK OF EAST ASIA, LIMITED
R SR 4R AT F PR A F)

Incorporated the 14th day of November, 1918.

(including all amendments up to 25th March, 2003)



No. 255
i 9%

CERTIFICATE OF INCORPORATION
AT =

ON CHANGE OF NAME
RE f5E

I hereby certify that
YNl

THE BANK OF EAST ASIA, LIMITED

having by special resolution changed its name, is now incorporated under the name of

MEABRSHNRRAZE CHHELEBERL  ZAABREZAMERE S

THE BANK OF EAST ASIA, LIMITED
R AR AT R PR §)

Given under my hand this Twenty-Fifth day of April One Thousand
% 2 BN — L AL K % ®M A H m H o

Nine Hundred and Ninety Five.

(Sd.) MISS H. CHANG

tfor Registrar of Companies
Hong Kong

BHATRMERE
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CERTIFICATE OF INCORPORATION

OF

THE BANK OF EAST ASIA, LIMITED

I hereby certify that “THE BANK OF EAST ASIA, LIMITED?”, is this day
incorporated under the Hong Kong Companies Ordinances, 1911-1915, and that this
Company is limited.

Given under my hand and seal of office this 14th day of November, One

thousand nine hundred and eighteen.

(Sd.) HUGH A. NISBET,
Registrar of Companies,

Hong Kong.
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THE COMPANIES ORDINANCES 1911-1915

MEMORANDUM OF ASSOCIATION
OF

THE BANK OF EAST ASIA, LIMITED

RO AT H R F

The name of the Company is “THE BANK OF EAST ASIA, LIMITED
RIERITHR/N T, (Chinese name added on 25/04/1995)

The registered office of the Company will be situate in Victoria Hong Kong.

The objects for which the Company is established are:

(@) To carry on the business of banking in all its branches and departments, including

(b

exchange banking and business; the borrowing, raising or taking up money; the
lending or advancing money, securities and property on such terms as may be thought
fit; the counting, buying, selling and dealing in bills of exchange, promissory notes,
coupons, drafts, bills of lading, warrants, debentures, certificates, scrip and other
instruments and securities, whether transferable or negotiable, or not; the granting and
issuing letters of credit and circular notes; the buying, selling and dealing in bullion
and specie; the acquiring, holding, issuing on commission, underwriting and dealing
with stocks, funds, shares, debentures, debenture stock, bonds, obligations, securities
and investments of all kinds; the acquisition, holding and dealing with movable and
immovable property of all kinds; the negotiating of loans and advances; the receiving
money and valuables on deposit or for safe custody or otherwise; the issuance of
deposit or other receipts or acknowledgements either in a negotiable or transferable
form or otherwise in respect of moneys deposited; the issuance in Canton or
elsewhere outside of Hong Kong of demand drafts or bank notes negotiable or
transferable or otherwise for circulation in Canton or elsewhere outside of Hong
Kong; the collecting and transmitting money and securities; the carrying on of a
savings bank; the establishment of branches or agencies in Canton and elsewhere
throughout the world; the management of property; and the transaction of all kinds of
agency business commonly transacted by bankers.

To carry on business as capitalists, financiers, concessionaires and merchants and to
undertake and carry on and execute all kinds of financial, commercial, trading and
other operations.
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(©)
(d)

(e)

(&)

Q)

»

)

)

(Deleted by Special Resolution dated 30/01/1932 and Confirmed on 27/02/1932)

To carry on any other business which may seem to the Company capable of being
conveniently carried on in connection with the businesses referred to in paragraphs (a)
and (&) above or calculated directly or indirectly to enhance the value of or render
profitable any of the Company’s property or rights.

To acquire and undertake the whole or any part of the business, property and
liabilities of any person or company carrying on any business which the Company is
authorised to carry on or possessed of property suitable for the purposes of this
Company.

To enter into partnership or into any arrangement for sharing profits, union of
interests, co-operation, joint adventure, reciprocal concession or otherwise, with any
person or company carrying on or engaged in, or about to carry on or engage in, any
business or transaction which this Company is authorised to carry on or engaged in, or
any business or transaction capable of being conducted so as directly or indirectly to
benefit this Company. And to lend money to, guarantee the contracts of, or otherwise
assist, any such person or company, and to take or otherwise acquire shares and
securities of any such company and to sell, hold, re-issue, with or without guarantee,
or otherwise deal with the same.

To take or otherwise acquire, and hold shares in any other company having objects
altogether or in part similar to those of this Company or carrying on any business
capable of being conducted so as directly or indirectly to benefit this Company.

To enter into any arrangements with any governments or authorities, supreme,
municipal, local or otherwise that may seem conducive to the Company’s objects, or
any of them, and to obtain from any such government or authority, any rights,
privileges and concessions which the Company may think it desirable to obtain, and to
carry out, exercise and comply with any such arrangements, rights, privileges and
concessions.

To establish and support or aid in the establishment and support of associations,
institutions funds, trusts and conveniences calculated to benefit employees or ex-
employees of the Company or the dependants or connections of such persons, and to
grant pensions and allowances, and to make payments towards insurance, and to
subscribe or guarantee money for charitable or benevolent objects or for any
exhibition, or for any public, general or useful objects.

To promote any company or companies for the purpose of acquiring all or any of the
property, rights and liabilities of this Company, or for any other purpose which may
seem directly or indirectly calculated to benefit this Company.

Generally to purchase, take on lease or in exchange hire or otherwise acquire, any real
and personal property and any rights or privileges which the Company may think

-necessary or convenient for the purposes of its business and in particular any land,

buildings, easements, machinery, plant and stock-in-trade.

To hire purchase erect or otherwise to acquire a godown or godowns for any of the
purposes of the Company and to carry on the business of godown keepers or
warehousemen.
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(w)

V)

(w)

x)

To construct, maintain and alter any buildings or works, necessary or convenient for
the purposes of the Company.

To invest and deal with the moneys of the Company not immediately required in such
manner as may from time to time be determined.

To advance, deposit or lend money, securities and property to or with such persons
and on such terms as may seem expedient and either with or without security and in
particular to customers and others having dealings with the Company, and to
guarantee the performance of contracts by any such persons.

To guarantee or become liable for the payment of money or for the performance of
any obligations and to transact all kinds of trust and agency business.

To borrow or raise or secure the payment of money in such manner as the Company
shall think fit, and in particular by the issue of debentures, perpetual or otherwise
charged upon all or any of the Company’s property (both present and future),
including its uncalled capital, and to purchase, redeem or pay off any such securities.

To remunerate any person or company for services rendered or to be rendered, in
placing or assisting to place or guaranteeing the placing of any of the shares in the
Company’s capital, or any debentures, or other securities of the Company or in or
about the formation or promotion of the Company or the conduct of its business.

To draw, make, accept, indorse, discount, execute and issue promissory notes, bills of
exchange, bills of lading, warrants, debentures and other negotiable or transferable
instruments.

To discount, sell and deal in bills, bonds, notes, warrants, coupons, drafts and other
negotiable or transferable securities or documents.

To undertake and execute any trusts the undertaking whereof may seem desirable, and
also to undertake the office of executor, administrator, receiver, treasurer, registrar or
auditor, and to keep for any company, government, authority or body, any register
relating to any stocks, funds, shares or securities, or to undertake any duties in relation
to the registration of transfers, the issue of certificates or otherwise.

To sell or dispose of the undertaking of the Company or any part thereof for such
consideration as the Company may think fit and in particular for shares, debentures or
securities of any other company having objects altogether or in part similar to those of
this Company.

To obtain any provisional order or ordinance for enabling the Company to carry any
of its objects into effect, or for effecting any modification of the Company’s
constitution, or for any other purpose which may seem expedient, and to oppose any
legislation, proposals, proceedings, schemes or applications whether of a like nature to
those previously indicated in this paragraph or not which may seem calculated directly
or indirectly to prejudice the Company’s interests.

To procure the Company to be registered or recognized in any country or place
outside Hong Kong.




o)

(2)

(aa)

(bb)

(cc)

To sell, improve, manage, develop, exchange, lease, mortgage, enfranchise, dispose
of, turn to account, or otherwise deal with, all or any of the property and rights of the
Company.

To purchase or otherwise acquire, and to sell, exchange, surrender, lease, mortgage,
charge, convert, turn to account, dispose of and deal with property and rights of all
kinds, and in particular mortgages, debentures, produce, concessions, options,
contracts, patents, annuities, licences, stocks, shares, bonds, policies, book debts,
business, concerns and undertakings and claims, privileges and choses in action of all
kinds.

To take or concur in taking all such steps and proceedings as may seem best
calculated to uphold and support the credit of the Company and to obtain and justify
public confidence, and to avert or minimise financial disturbances which might affect
the Company.

To do all or any of the above things in any part of the world and as principals, agents,
contractors, trustees or otherwise, and by or through trustees, agents or otherwise, and
either alone or in conjunction with others.

To do all such other things as are incidental or conducive to the attainment of the
above objects or any of them.

And it is hereby declared that the word “company” in this clause shall be deemed to include any
partnership or other body of persons, whether incorporated or not incorporated, and whether domiciled
in Hong Kong or elsewhere, and the intention is that the objects specified in each paragraph of this
clause shall, except where otherwise expressed in such paragraph, be in nowise limited or restricted by
reference to or inference from the terms of any other paragraph or the name of the Company. '

4.  The liability of the members is limited.

5. (Deleted by Special Resolution dated 20/03/1986)

6. (o)

The authorised capital of the Company is HK$6,500,000,000 divided into
2,600,000,000 ordinary shares of HK$2.50 each with power to divide the ordinary
shares in the capital for the time being into several classes and to attach thereto
respectively any preferential deferred qualified or special rights privileges and
conditions but so that where shares are issued with any preferential or special rights
attached thereto such rights shall not (except where the terms of issue otherwise
provided) be alterable otherwise than pursuant to the provisions contained in Articles
6 and 134 of the accompanying Articles of Association. (Amended by respective
Ordinary/Special Resolutions dated 25/06/1921, 30/01/1932, 22/03/1947, 16/03/1968,
21/03/1973, 29/03/1978, 26/03/1980, 27/03/1981, 24/03/1982, 20/03/1986,
30/03/1989, 26/03/1992, 22/03/1993, 31/03/1994, 27/03/1995, 02/04/1996,
08/04/1997 and 30/03/2000).

The Memorandum and Articles of the Company shall be construed in accordance with the
English text thereof and no Chinese translation thereof shall operate to vary or affect such

construction.




WE the several persons whose names and addresses are subscribed are desirous of
being formed into a company in pursuance of this Memorandum of Association and we
respectively agree to take the number of shares in the capital of the Company set opposite our
respective names:

Number of Shares
Names, Addresses and Descriptions of Subscribers taken by each
Subscriber
REfRE -y
227 Queen’s Road Central,
Merchant.
LI TSE FONG, _ 200
81 Wing Lok Street,
Merchant.
B A : =1
227 Queen’s Road Central,
Merchant.
KAN TONG PO, Two hundred
155 Queen’s Road Central,
Banker.
CHOW SHOUSON, Two hundred
by his Attorney,
CHOW CHI NAM,
45C Robinson Road,
Merchant.
IGER: —"
105 Des Voeux Road Central, _
Merchant.
LI KOON CHUN, Two hundred
81 Wing Lok Street,
Merchant.
EHEY <)
3 Bonham Strand West,
Merchant.
RIET g1
Bonham Strand,
Merchant.
Total Shares taken ......... 1,800

Dated the 14th day of November, 1918.

WITNESS to all the above Signatures:

HERBERT W. LOOKER,
Solicitor,
Hong Kong.
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THE COMPANIES ORDINANCE (Chapter 32)

Company Limited by Shares

ARTICLES OF ASSOCIATION

OF

THE BANK OF EAST ASIA, LIMITED

R 22 4R AT A PR 8

TABLE A

1. No regulations set out in any schedule to any Ordinance concerning  Table A not to
companies shall apply as regulations or articles of the Company. apply

INTERPRETATION

2. Inthese Articles unless the context otherwise requires: Interpretation

“these Articles” means these Articles of Association in their present form or
as from time to time altered;

“Board” means the Board of Directors of the Company or the Directors
present at a meeting of Directors at which a quorum is present;

“Executive Director” means the Chief Executive and any other Director for

the time being appointed to an office with the Company pursuant to
Article 85(D);

“the holder” in relation to any shares means the Member whose name is
entered in the Register as the holder of such shares;

“Listing Rules” means The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited as amended from time to time;

“Member” means a member of the Company;

-7




“Office” means the registered office of the Company;

“the Ordinance” means the Companies Ordinance and every other Ordinance
incorporated therewith, or any Ordinance or Ordinances substituted
therefor; and in case of any such substitution the references in these
presents to the provisions of the Ordinance shall be read as references to
the provisions substituted therefor in the new Ordinance or Ordinances;

“paid up” means paid up or credited as paid up;

“Recognised Clearing House” means a recognised clearing house within the
meaning of the Securities and Futures (Clearing Houses) Ordinance
(Chapter 420 of the Laws of Hong Kong);

“Register” means the Register of Members of the Company;

“Seal” means the common seal of the Company or any official seal that the
Company may be permitted to have under the Ordinance;

“Secretary” includes a temporary or assistant or deputy Secretary and any
person appointed by the Board to perform any of the duties of the
Secretary of the Company;

“Stock Exchange” means The Stock Exchange of Hong Kong Limited;

references to writing shall include typewriting, printing, lithography,
photography and other modes (including telex and facsimile
transmission) of representing or reproducing words in a legible and non-
transitory form;

any words or expressions defined in the Ordinance in force at the date when
these Articles or any part thereof are adopted shall bear the same
meaning in these Articles or such part (as the case may be) save that
“company” shall where the context permits include any company or
body incorporated in Hong Kong or elsewhere;

where for any purpose an ordinary resolution of the Company is required, a
special resolution shall also be effective; and

references to a meeting shall not be taken as requiring more than one person
to be present if any quorum requirement can be satisfied by one person.

REGISTERED OFFICE

Registered 3. The Office shall be at such place in Hong Kong as the Board shall from
office time to time appoint.

SHARE RIGHTS
Issue of 4A. Subject to any special rights conferred on the holders of any shares or

share class of shares, any share in the Company may be issued with or have attached
thereto such preferred, deferred, qualified or other special rights or such

_8-
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restrictions, whether in regard to dividend, voting, return of capital or otherwise, as
the Company may by ordinary resolution determine or, if there has not been any
such determination or so far as the same shall not make specific provision, as the
Board may determine.

4B. The Board may issue warrants or other rights and grant options to
subscribe for any class of shares or securities of the Company on such terms as it
may from time to time determine. Where warrants are issued to bearer, no new
warrant shall be issued to replace one that has been lost unless the Board is
satisfied beyond reasonable doubt that the original has been destroyed and the
Company has received an indemnity in such form as the Board shall think fit with
regard to the issue of any such new warrant.

5. The Company may exercise any powers conferred on the Company or
permitted by or not prohibited by or not inconsistent with the Companies
Ordinance (Chapter 32) or any other applicable ordinance, statute, act or law from
time to time to acquire shares and warrants in the Company or to give, directly or
indirectly, by means of a loan, guarantee, the provision of security or otherwise,
financial assistance for the purpose of or in connection with a purchase made or to
be made by any person of any shares and warrants in the Company and should the
Company acquire its own shares or warrants neither the Company nor the Directors
shall be required to select the shares or warrants to be acquired rateably or in any
other particular manner as between the holders of shares or warrants of the same
class or as between them and the holders of shares or warrants of any other class or
in accordance with the rights as to dividends or capital conferred by any class of
shares provided always that any such acquisition or financial assistance shall only
be made or given in accordance with any relevant rules, codes or regulations issued
by the Stock Exchange, the Securities and Futures Commission or any other
relevant regulatory authorities from time to time.

MODIFICATION OF RIGHTS

6.  Subject to the Ordinance, all or any of the special rights for the time
being attached to any class of shares for the time being issued may from time to
time (whether or not the Company is being wound up) be altered or abrogated with
the consent in writing of the holders of not less than three-fourths of the issued
shares of that class or with the sanction of a special resolution passed at a separate
general meeting of the holders of such shares. To any such separate general
meeting all the provisions of these Articles as to general meetings of the Company
shall mutatis mutandis apply, but so that the necessary quorum shall be one or
more persons holding or representing by proxy not less than one-third of the issued
shares of the class, that every holder of shares of the class shall be entitled on a poll
to one vote for every such share held by him, that any holder of shares of the class
present in person or by proxy may demand a poll and that at any adjourned meeting
of such holders one holder present in person or by proxy (whatever the number of
shares held by him) shall be a quorum.

7. The special rights conferred upon the holders of any shares or class of
shares shall not, unless otherwise expressly provided in the rights attaching to or
the terms of issue of such shares, be deemed to be altered by the creation or issue
of further shares ranking pari passu therewith.

Issue of
subscription
warrants

Company to
finance purchase of
its own shares

and warrants

How special rights
of shares may be
varied

Creation or issue of
further shares of
same class




Shares at disposal
of Board

Power to pay
commission

Exclusion of
equities

Certificates to be
issued -

Replacement of
certificates

Sealing of
certificates

SHARES

8. Subject to the provisions of the Ordinance and these Articles, the
unissued shares of the Company (whether forming part of the original or any
increased capital) shall be at the disposal of the Board, which may offer, allot,
grant options over or otherwise dispose of them to such persons, at such times and
for such consideration and upon such terms and conditions as the Board may
determine.

9. The Company may in connection with the issue of any shares exercise

all powers of paying commission and brokerage conferred or permitted by the
Ordinance.

10. Except as ordered by a Court of competent jurisdiction or as required by
law, no person shall be recognised by the Company as holding any share upon any
trust and the Company shall not be bound by or required in any way to recognise
(even when having notice thereof) any equitable, contingent, future or partial
interest in any share or any interest in any fractional part of a share or (except only
as otherwise provided by these Articles or by law) any other right in respect of any
share except an absolute right to the entirety thereof in the registered holder.

CERTIFICATES

11. Every person whose name is entered as a holder of any shares in the
Register shall be entitled, without payment, to receive within 10 business days or
such other period as specified by the Stock Exchange from time to time in the
Listing Rules after allotment or lodgment of a transfer to him of the shares in
respect of which he is so registered (or within such other period as the terms of
issue shall provide) one certificate for all such shares of any one class or several
certificates each for one or more of such shares of such class upon payment for
every certificate after the first of such reasonable out-of-pocket expenses as the
Board may from time to time determine. In the case of a share held jointly by
several persons, delivery of a certificate to one of several joint holders shall be
sufficient delivery to all. A Member who has transferred part of the shares
comprised in his registered holding shall be entitled to a certificate for the balance
without charge.

12. If a share certificate is defaced worn out lost or destroyed it may, subject
to the Ordinance, be replaced on payment of a fee not exceeding 2.5 Hong Kong
Dollars (or such other amount as shall for the time being be approved by the Stock

. Exchange) and on such terms (if any) as to evidence and indemnity and to payment

of any exceptional costs and the reasonable out-of-pocket expenses of the
Company in investigating such evidence and preparing such indemnity as the
Board may think fit and, where it is defaced or worn out, after delivery of the old
certificate to the Company.

13.  All forms of certificate for share or loan capital or other securities of the
Company (other than letters of allotment, scrip certificates and other like
documents) shall, except to the extent that the terms and conditions for the time
being relating thereto otherwise provide, be issued under a Seal which shall only be
affixed with the authority of the Directors. The Board may also by resolution
determine, either generally or in any particular case or cases, that any signatures on

~10-
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any such certificates need not be autographic but may be affixed to such
certificates by some mechanical means or may be printed thereon.

LIEN

14. The Company shall have a first and paramount lien on every share (not
being a fully paid share) for all amounts payable (whether presently or not) in
respect of such share. The Company’s lien on a share shall extend to all dividends
and distributions payable thereon. The Board may at any time either generally or in
any particular case waive any lien that has artsen, or declare any share to be wholly
or in part exempt from the provisions of this Article.

15. The Company may seli, in such manner as the Board may think fit, any
share on which the Company has a lien, but no sale shall be made unless some sum
in respect of which the lien exists is presently payable nor until the expiration of
fourteen days after a notice in writing, stating and demanding payment of the sum
presently payable and giving notice of the intention to sell in default of such
payment, has been served on the holder for the time being of the share.

16. The net proceeds, after payment of the costs, of the sale by the
Company of any shares on which it has a lien shall be applied in or towards
payment or discharge of the debt or liability in respect of which the lien exists so
far as the same is presently payable, and any residue shall (subject to a like lien for
debts or liabilities not presently payable as existed upon the share prior to the sale
and upon surrender, if required by the Company, for cancellation of the certificate
for the shares sold) be paid to the person who is the holder of the share
immediately before the sale of such share. For giving effect to any such sale the
Board may authorise some person to transfer the share sold to the purchaser
thereof. The purchaser shall be registered as the holder of the share and he shall not
be bound to see to the application of the purchase money, nor shall his title to the

share be affected by any irregularity or invalidity in the proceedings relating to the
sale.

CALLS ON SHARES

17. The Board may from time to time make calls upon the Members in
respect of any moneys unpaid on their shares (whether on account of the nominal
amount of the shares or by way of premium) and not by the terms of issue thereof
made payable at a date fixed by or in accordance with such terms of issue, and each
Member shall (subject to the Company serving upon him at least fourteen days’
notice specifying the time or times and place of payment) pay to the Company at
the time or times and place so specified the amount called on his shares. A call may
be revoked or postponed as the Board may determine. A person upon whom a call
is made shall remain liable on such call notwithstanding the subsequent transfer of
the shares in respect of which the call was made.

18. A call may be made pﬁyable by instalments énd shall be deemed to have

been made at the time when the resolution of the Board authorising the call was
passed.

19. The joint holders of a share shall be jointly and severally liable to pay
all calls in respect thereof.

—-11 -
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20. If a sum called in respect of a share shall not be paid before or on the
day appointed for payment thereof, the person from whom the sum is due shall pay
interest on the sum from the day appointed for payment thereof to the time of
actual payment at such rate, not exceeding 15 per cent. per annum, as the Board
may determine, but the Board shall be at liberty to waive payment of such interest
wholly or in part.

21.  Any sum which, by the terms of issue of a share, becomes payable on
allotment or at any date fixed by or in accordance with such terms of issue,
whether on account of the nominal amount of the share or by way of premium,
shall for all the purposes of these Articles be deemed to be a call duly made,
notified and payable on the date on which, by the terms of issue, the same becomes
payable and, in case of non-payment, all the relevant provisions of these Articles as
to payment of interest, forfeiture or otherwise shall apply as if such sum had
become payable by virtue of a call duly made and notified.

22. The Board may on the issue of shares differentiate between the allottees
or holders as to the amount of calls to be paid and the times of payment.

23. The Board may, if it thinks fit, receive from any Member willing to
advance the same all or any part of the moneys uncalled and unpaid upon any
shares held by him and upon all or any of the moneys so advanced may (until the
same would, but for such advance, become presently payable) pay interest at such
rate, not exceeding (unless the Company by ordinary resolution shall otherwise
direct) 15 per cent. per annum, as may be agreed upon between the Board and the
Member paying such sum in advance.

FORFEITURE OF SHARES

24. If any call or instalment of a call remains unpaid on any share after the
day appointed for payment thereof, the Board may at any time serve a notice on the
holder of such share requiring payment of so much of the call or instalment as is
unpaid, together with any interest which may have accrued. ’

25. The notice shall name a further day (not being less than fourteen days
from the date of the notice) on or before which, and the place where, the payment
required by the notice is to be made and shall state that in the event of non-
payment on or before the day and at the place appointed, the shares in respect of
which such call was made or instalment is payable will be liable to be forfeited.
The Board may accept the surrender of any share liable to be forfeited hereunder
and, in such case, references in these Articles to forfeiture shall include surrender.

26. 1If the requirements of any such notice as aforesaid are not complied
with, any share in respect of which such-notice has been given may at any time
thereafter, before payment of all calls or instalments and interest due in respect
thereof has been made, be forfeited by a resolution of the Board to that effect. Such
forfeiture shall include all dividends declared in respect of the forfeited shares and
not actually paid before the forfeiture.

27. When any share has been forfeited, notice of the forfeiture shall be
served upon the person who was before forfeiture the holder of the share; but no
forfeiture shall be in any manner invalidated by any omission or neglect to give
such notice as aforesaid.
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28. A forefeited share shall be deemed to be the property of the Company
and may be sold, re-allotted or otherwise disposed of either to the person who was,
before forfeiture, the holder thereof or entitled thereto or to any other person upon
such terms and in such manner as the Board shall think fit, and at any time before a
sale, re-allotment or disposition the forfeiture may be annulled by the Board on
such terms as the Board may think fit.

29. A person whose shares have been forfeited shall thereupon cease to be a
Member in respect of the forfeited shares but shall, notwithstanding the forfeiture,
remain liable to pay to the Company all moneys which at the date of forfeiture
were presently payable by him to the Company in respect of the shares with
interest thereon at the rate fixed by the terms of issue of the shares or, if no such
rate is fixed, at the rate of 15 per cent. per annum (or such lower rate as the Board
may determine) from the date of forfeiture until payment, and the Company may
enforce payment without being under any obligation to make any allowance for the
value of the shares forfeited or for any consideration received on their disposal.

30. A statutory declaration that the declarant is a Director or the Secretary
of the Company and that a share has been duly forfeited on the date stated in the
declaration shall be conclusive evidence of the facts therein stated as against all
persons claiming to be entitled to the share. The Company may receive the
consideration (if any) given for the share on the sale, re-allotment or disposition
thereof and the Board may authorise some person to transfer the share to the person
to whom the same is sold, re-allotted or disposed of, and he shall thereupon be
registered as the holder of the share and shall not be bound to see to the application
of the purchase money (if any) nor shall his title to the share be affected by any
irregularity or invalidity in the proceedings relating to the forfeiture, sale, re-
allotment or disposal of the share.

UNTRACEABLE SHAREHOLDERS
31. The Company may sell any shares in the Company if:

(a) all cheques or warrants, being not less than three in total number, for
any sum payable in cash to the holder of such shares in respect of them sent during
the relevant period in the manner authorised by the Articles of the Company have
remained uncashed;

(b) so far as it is aware at the end of the relevant period, the Company has
not at any time during the relevant period received any indication of the existence
of the Member who is the holder of such shares or of a person entitled to such
shares by death, bankruptcy or operation of law; and

(¢) the Company has caused an advertisement to be published in one
leading English newspaper and one leading Chinese newspaper circulating in Hong
Kong giving notice of its intention to sell such shares and a period of three months
has elapsed since the date of such advertisement.

For the purpose of the foregoing, the “relevant period” means the period
commencing twelve years before the date of publication of the advertisement
referred to in paragraph (c) above and ending at the expiry of the period referred to
in that paragraph.
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To give effect to any such sale the Board may authorise some person to
transfer the said shares and an instrument of transfer signed or otherwise executed
by or on behalf of such person shall be as effective as if it had been executed by the
registered holder or the person entitled by transmission to such shares, and the
purchaser shall not be bound to see to the application of the purchase moneys nor
shall his title to the shares be affected by any irregularity or invalidity in the

“proceedings relating to the sale. The net proceeds of the sale will belong to the

Company and upon receipt by the Company of such net proceeds it shall become
indebted to the former Member for an amount equal to such net proceeds. No trust
shall be created in respect of such debt and no interest shall be payable in respect
of it and the Company shall not be required to account for any moneys earned from
the net proceeds which may be employed in the business of the Company or as it
thinks fit. Any sale under this Article shall be valid and effective notwithstanding
that the Member holding the shares sold is dead, bankrupt or otherwise under any
legal disability or incapacity.

TRANSFER OF SHARES

32.  Subject to such of the restrictions of these Articles as may be applicable,
any Member may transfer all or any of his shares by an instrument of transfer in
the usual common form or in any other form which the Board may approve.

33. The instrument of transfer of a share shall be signed by or on behalf of
the transferor and the transferee, and the transferor shall be deemed to remain the
holder of the share until the name of the transferee is entered in the Register in
respect thereof. The machine imprinted signature on an instrument of transfer may
be accepted by the Company for the purpose of such transfer subject to any terms
which the Company may impose. All instruments of transfer, when registered, may
be retained by the Company.

34. The Board may, in its absolute discretion and without assigning any

reason therefor, decline to register any transfer of any share which is not a fully
paid share.

35. The Board may also decline to register any transfer unless:

(a) the instrument of transfer is lodged with the Company accompanied by
the certificate for the shares to which it relates, and such other evidence as the
Board may reasonably require to show the right of the transferor to make the
transfer;

(b) the instrument of transfer is in respect of only one class of share; and

(¢) in the case of a transfer to joint holders, the number of joint holders to
whom the share is to be transferred does not exceed four.

36. 1If the Board declines to register a transfer it shall, within two months
after the date on which the instrument of transfer was lodged, send to the transferee

notice of the refusal.

37A. A fee not exceeding 2.5 Hong Kong Dollars (or such other amount as
shall for the time being be approved by the Stock Exchange) may be charged by
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the Company for registering any transfer, or other document relating to or affecting
the title to any share, or for otherwise making any entry in the Register relating to
any share.

37B. The Register may be closed during such time as the Board may think fit,
not exceeding in the whole thirty days in each calendar year.

TRANSMISSION OF SHARES

38. In the case of the death of a Member the survivor or survivors, where
the deceased was a joint holder, and the executors or administrators of the
deceased, where he was a sole holder, shall be the only persons recognised by the
Company as having any title to his shares; but nothing herein contained shall
release the estate of a deceased holder from any liability in respect of any share
held by him solely or jointly with other persons.

39. Any person becoming entitled to a share in consequence of the death or
bankruptcy of a Member or otherwise by operation of law may, subject as
hereinafter provided and upon such evidence being produced as may from time to
time be required by the Board as to his entitlement, either be registered himself as
the holder of the share or elect to have some person nominated by him registered as
the transferee thereof. If the person so becoming entitled elects to be registered
himself, he shall deliver or send to the Company a notice in writing signed by him
stating that he so elects. If he shall elect to have his nominee registered, he shall
signify his election by signing an instrument of transfer of such share in favour of
his nominee. All the limitations, restrictions and provisions of these Articles
relating to the right to transfer and the registration of transfers of shares shall be
applicable to any such notice or instrument of transfer as aforesaid as if the death
or bankruptcy of the Member or other event giving rise to the transmission had not

occurred and the notice or instrument of transfer was an instrument of transfer
signed by such Member.

40. A person becoming entitled to a share in consequence of the death or
bankruptcy of a Member or otherwise by operation of law shall (upon such
evidence being produced as may from time to time be required by the Board as to
his entitlement) be entitled to receive and may give a discharge for any dividends
or other moneys payable in respect of the share, but he shall not be entitled in
respect of the share to receive notices of or to attend or vote at general meetings of
the Company or at any separate meeting of the holder of any class of shares in the
Company or, save as aforesaid, to exercise in respect of the share any of the rights
or privileges of a Member until he shall have become registered as the holder
thereof. The Board may at any time give notice requiring any such person to elect
either to be registered himself or to transfer the share and if the notice is not
complied with within sixty days the Board may thereafter withhold payment of all
dividends and other moneys payable in respect of the share until the requirements
of the notice have been complied with.

INCREASE OF CAPITAL

41. The Company may from time to time by ordinary resolution increase its
capital by such sum to be divided into shares of such amounts as the resolution
shall prescribe.
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42. Subject to the Ordinance, the Company may, by the resolution
increasing the capital, direct that the new shares or any of them shall be offered in
the first instance to all the holders for the time being of shares of any class or
classes in proportion to the number of such shares held by them respectively or
may make any other provisions as to issue of the new shares.

43. The new shares shall be subject to all the provisions of these Articles
with reference to lien, the payment of calls, forfeiture, transfer, transmission and
otherwise.

ALTERATIONS OF CAPITAL
44. The Company may from time to time by ordinary resolution:

(a) consolidate and divide all or any of its share capital into shares of larger
amount than its existing shares;

(b) sub-divide its shares or any of them into shares of smaller amount than
is fixed by the Memorandum of Association (subject, nevertheless, to the
Ordinance) and so that the resolution whereby any share is sub-divided may
determine that as between the holders of the shares resulting from such sub-
division one or more of the shares may have any such preferred or other special
rights over, or may have such deferred or qualified rights or be subject to any such
restrictions as compared with, the other or others as the Company has power to
attach to unissued or new shares;

{c) cancel any shares which at the date of the passing of the resolution have
not been taken or agreed to be taken by any person and diminish the amount of its
authorised share capital by the amount of the shares so cancelled;

and may also by special resolution:

(d) subject to any confirmation or consent required by law, reduce its
authorised and issued share capital or any capital redemption reserve or any share
premium account in any manner.

Where any difficulty arises in regard to any consolidation and division under
paragraph (a) of this Article, the Board may settle the same as it thinks expedient
and in particular may issue fractional certificates or arrange for the sale of the
shares representing fractions and the distribution of the net proceeds of sale in due
proportion amongst the Members who would have been entitled to the fractions,
and for this purpose the Board may authorise some person to transfer the shares
representing fractions to or in accordance with the directions of the purchaser
thereof. The transferee shall not be bound to see to the application of the purchase
money nor shall his title to the shares be affected by any irregularity or invalidity in
the proceedings relating to the sale.

GENERAL MEETINGS
45, The Board shall convene and the Company shall hold general meetings
as annual general meetings in accordance with the requirements of the Ordinance

at such times and places as the Board shall appoint. Any general meeting of the
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Company other than an annual general meeting shall be called an extraordinary
general meeting.

46. The Board may, whenever it thinks fit, convene an extraordinary general
meeting. An extraordinary general meeting shall also be convened on requisition,

as provided by the Companies Ordinance, or, in default, may be convened by the
requisitionists.

NOTICE OF GENERAL MEETINGS

47. An annual general meeting and a meeting called for the passing of a
special resolution shall be called by not less than twenty-one days’ notice and a
meeting other than an annual general meeting or a meeting called for the passing of
a special resolution shall be called by not less than fourteen days’ notice. The
notice shall be exclusive of the day on which it is served or deemed to be served
and of the day for which it is given, and shall specify the place, day and time of
meeting, and, in the case of special business, the general nature of that business.
The notice convening an annual general meeting shall specify the meeting as such,
and the notice convening a meeting to pass a special resolution shall specify the
intention to propose the resolution as a special resolution. Notice of every general
meeting shall be given in manner hereinafter mentioned to all Members other than
such as, under the provisions of these Articles or the terms of issue of the shares
they hold, are not entitled to receive such notices from the Company, and also to
the Auditors for the time being of the Company.

Notwithstanding that a meeting of the Company is called by shorter notice
than that specified in this Article, it shall be deemed to have been duly called if it is
so agreed:

(a) 1in the case of a meeting called as an annual general meeting, by all the
Members entitled to attend and vote thereat; and

(b) in the case of any other meeting, by a majority in number of the
Members having a right to attend and vote at the meeting, being a majority together
holding not less than 95 per cent. in nominal value of the shares giving that right.

48. The accidental omission to give notice of a meeting or (in cases where
instruments of proxy are sent out with the notice) the accidental omission to send
such instrument of proxy to, or the non-receipt of notice of a meeting or such
instrument of proxy by, any person entitled to receive such notice shall not
invalidate the proceedings at that meeting.

PROCEEDINGS AT GENERAL MEETINGS

49. All business shall be deemed special that is transacted at an
extraordinary general meeting and also all business that is transacted at an annual
general meeting with the exception of:

(a) the declaration and sanctioning of dividends;

{b) the consideration and adoption of the accounts and balance sheet and the
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reports of the Directors and other documents required to be annexed to the
accounts;

(c) the election of Directors in place of those retiring (by rotation or
otherwise);

(d) the appointment of Auditors where special notice of the resolution for
such appointment is not required by the Ordinance; and

(e) the fixing of, or the determining of the method of fixing, the
remuneration of the Directors and of the Auditors.

50. No business shall be transacted at any general meeting unless a quorum
is present when the meeting proceeds to business, but the absence of a quorum
shall not preclude the appointment choice or election of a chairman which shall not
be treated as part of the business of the meeting. Save as otherwise provided by
these Articles, ten Members present in person or by proxy and entitled to vote shall
be a quorum for all purposes.

51. If within fifteen minutes (or such longer time not exceeding one hour as
the chairman of the meeting may determine to wait) after the time appointed for the
meeting a quorum is not present, the meeting, if convened on the requisition of
Members, shall be dissolved. In any other case it shall stand adjourned to such
other day (not being less than fourteen nor more than twenty-eight days thereafter)
and at such other time or place as the chairman of the meeting may determine and
at such adjourned meeting one Member present in person or by proxy (whatever
the number of shares held by him) shall be a quorum. The Company shall give not
less than seven days’ notice in writing of any meeting adjourned through want of a
quorum and such notice shall state that one Member present in person or by proxy
{(whatever the number of shares held by him) shall be a quorum.

52. Each Director shall be entitled to attend and speak at any general
meeting of the Company and at any separate meeting of the holders of any class of
shares in the Company. '

53. The Chairman (if any) of the Board or, in his absence, a Deputy
Chairman (if any) shall preside as chairman at every general meeting. If there is no
such Chairman or Deputy Chairman, or if at any meeting neither the Chairman nor
a Deputy Chairman is present within fifteen minutes after the time appointed for
holding the meeting, or if neither of them is willing to act as chairman, the
Directors present shall choose one of their number to act, or if one Director only is
present he shall preside as chairman if willing to act. If no Director is present, or if
each of the Directors present declines to take the chair, the persons present and
entitled to vote on a poll shall elect one of their number to be chairman.

54. The chairman may with the consent of any meeting at which a quorum
is present (and shall if so directed by the meeting), adjourn the meeting from time
to time and from place to place, but no business shall be transacted at any
adjourned meeting except business which might lawfully have been transacted at
the meeting from which the adjournment took place. When a meeting is adjourned
for three months or more, notice of the adjourned meeting shall be given as in the
case of an original meeting.
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55. Save as expressly provided by these Articles, it shall not be necessary to
give any notice of an adjournment or of the business to be transacted at an
adjourned meeting.

VOTING

56. Subject to any special terms as to voting upon which any shares may be
issued or may for the time being be held, on a show of hands every Member who is
present in person at a general meeting of the Company shall have one vote, and on
a poll every Member who is present in person or by proxy shall have one vote for
each share of which he is the holder.

57. At any general meeting a resolution put to the vote of the meeting shall
be decided on a show of hands unless (before or on the declaration of the result of

the show of hands or on the withdrawal of any other demand for a poll) a poll is

duly demanded. Subject to the Ordinance, a poll may be demanded by:
(a) the chairman of the meeting; or

(b) atleast-five Members present in person or by proxy and entitled to vote;
or

{¢) any Member or Members present in person or by proxy and representing
in the aggregate not less than one-tenth of the total voting rights of all Members
having the right to attend and vote at the meeting; or

(d) any Member or Members present in person or by proxy and holding
shares conferring a right to attend and vote at the meeting on which there have
been paid up sums in the aggregate equal to not less than one-tenth of the total sum
paid up on all shares conferring that right.

Unless a poll is so demanded and the demand is not withdrawn, a declaration
by the chairman that a resolution has, on a show of hands, been carried or carried
unanimously or by a particular majority or not carried by a particular majority or
lost shall be final and conclusive, and an entry to that effect in the minutes of the
meeting shall be conclusive evidence of the fact without proof of the number or
proportion of the votes recorded for or against such resolution.

58. If a poll is duly demanded it shall be taken in such manner as the
chairman shall direct and he may appoint scrutineers (who need not be Members).
The result of the poll shall be deemed to be the resolution of the meeting at which
the poll was demanded.

59. A poll demanded on the election of a chairman, or on a question of
adjournment, shall be taken forthwith. A poll demanded on any other question shall

" be taken either forthwith or at such time (being not later than three months after the

date of the demand) and place as the chairman shall direct. It shall not be necessary
(unless the chairman otherwise directs) for notice to be given of a poll.

60. The demand for a poll shall not prevent the continuance of a meeting for
the transaction of any business other than the question on which the poll has been
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demanded, and it may be withdrawn with the consent of the chairman at any time
before the close of the meeting or the taking of the poll, whichever is the earlier.

61. On a poll votes may be given either personally or by proxy.

62. A person entitled to more than one vote on a poll need not use all his
votes or cast all the votes he uses in the same way.

63. In the case of an equality of votes at a general meeting, whether on a
show of hands or on a poll, the chairman of such meeting shall be entitled to a
second or casting vote.

64. In the case of joint holders of a share the vote of the senior who tenders
a vote, whether in person or by proxy, shall be accepted to the exclusion of the
votes of the other joint holders, and for this purpose seniority shall be determined
by the order in which the names stand in the Register in respect of the joint
holding.

65. A Member in respect of whom an order has been made by any
competent court or official on the ground that he is or may be suffering from
mental disorder or is otherwise incapable of managing his affairs may vote,
whether on a show of hands or on a poll, by any person authorised in such
circumstances to do so on his behalf and such person may vote on a poll by proxy.
Evidence to the satisfaction of the Board of the authority of the person claiming to
exercise the right to vote shall be delivered at the Office (or at such other place as
may be specified in accordance with these Articles for the delivery of instruments
appointing a proxy) not later than the last time at which a valid instrument of proxy
could be so delivered.

66. No Member shall, unless the Board otherwise determines, be entitled to
vote at any general meeting unless all calls or other sums presently payable by him
in respect of shares in the Company have been paid.

67. If (i) any objection shall be raised to the qualification of any voter or (ii)
any votes have been counted which ought not to have been counted or which might
have been rejected or (iii) any votes are not counted which ought to have been
counted, the objection or error shall not vitiate the decision of the meeting or
adjourned meeting on any resolution unless the same is raised or pointed out at the
meeting or, as the case may be, the adjourned meeting at which the vote objected to
is given or tendered or at which the error occurs. Any objection or error shall be
referred to the chairman of the meeting and shall only vitiate the decision of the
meeting on any resolution if the chairman decides that the same may have affected
the decision of the meeting. The decision of the chairman on such matters shall be
final and conclusive. '

PROXY AND CORPORATE REPRESENTATIVE
68A. The instrument appointing a proxy shall be in writing under the hand of
the appointor or of his attorney authorised in writing or, if the appointor is a

corporation, either under its seal or under the hand of an officer, attorney or other -
person authorised to sign the same.

-20 ~




§

3
H
i

1

68B. Subject to Article 68C, any corporation which is a Member of the
Company may in accordance with the Ordinance authorise such person as it thinks
fit to act as its representative at any meeting of the Company or of any class of
Members of the Company, and the person so authorised shall be entitled to
exercise the same powers on behalf of the corporation which he represents as that
corporation could exercise if it were an individual Member of the Company.

68C. If a Member (or warrantholder) is, or is a nominee of, a Recognised
Clearing House, it may authorise such person or persons as it thinks fit to act as its
representative or representatives at any general meeting or any meeting of any
class of Members (or warrantholders’ meeting) provided that, if more than one
person is so authorised, the authorisation must specify the number and class of
shares (or warrants) in respect of which each such person is so authorised. Each
person so authorised will be entitled to exercise the same power on behalf of the
Recognised Clearing House or its nominee as that clearing house or its nominee
could exercise if it were an individual Member (or warrantholder) of the Company.

69. A proxy need not be a Member.

70. The instrument appointing a proxy and (if required by the Board) the
power of attorney or other authority (if any) under which it is signed, or a notarially
certified copy of such power or authority, shall be delivered at the Office (or at
such other place in Hong Kong as may be specified in the notice convening the
meeting or in any notice of any adjournment or, in either case, in any document
sent therewith) not less than forty-eight hours before the time appointed for holding
the meeting or adjourned meeting at which the person named in the instrument
proposes to vote or, in the case of a poll taken subsequently to the date of a
meeting or adjourned meeting, not less than twenty-four hours before the time
appointed for the taking of the poll and in default the instrument of proxy shall not
be treated as valid. No instrument appointing a proxy shall be valid after the
expiration of twelve months. from the date named in it as the date of its execution.
Delivery of an instrument appointing a proxy shall not preclude a Member from
attending and voting in person at the meeting or poll concerned.

71. Instruments of proxy shall be in any common form or in such other form
as the Board may approve and the Board may, if it thinks fit, send out with any
posted or delivered notice of any meeting.forms of instrument of proxy for use at
the meeting. The instrument of proxy shall be deemed to confer authority to
demand or join in demanding a poll and to vote on any amendment of a resolution
put to the meeting for which it is given as the proxy thinks fit. The instrument of
proxy shall, unless the contrary is stated therein, be valid as well for any
adjournment of the meeting as for the meeting to which it relates.

72. A vote given or poll demanded by proxy or by the duly authorised
representative of a corporation shall be valid notwithstanding the previous
determination of the authority of the person voting or demanding a poll, unless
notice in writing of such determination was received by the Company at the Office
(or such other place in Hong Kong as may be specified for the delivery of
instruments of proxy in the notice convening the meeting or other document sent
therewith) one hour at least before the commencement of the meeting or adjourned
meeting at which the vote is given or the poll demanded or (in the case of a poll not
taken on the same day as the meeting or adjourned meeting) the time appointed for
taking the poll.
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NUMBER OF DIRECTORS

73. Unless and until otherwise determined by ordinary resolution of the
Company, the Directors shall be not less than five in number.

APPOINTMENT AND REMOVAL OF DIRECTORS

74. Subject to the provisions of these Articles and the Ordinance, the
Company may by ordinary resolution elect any person to be a Director, either to fill
a casual vacancy or as an addition to the existing Board, but so that the total
number of Directors shall not at any time exceed any maximum number fixed by or
in accordance with these Articles. '

75. Without prejudice to the power of the Company in general meeting in
pursuance of any of the provisions of these Articles to appoint any person to be a
Director and subject to the Ordinance, the Board shall have power at any time and
from time to time to appoint any person to be a Director, either to fill a casual
vacancy or as an addition to the existing Board, but so that the total number of
Directors shall not at any time exceed any maximum number fixed by or in
accordance with these Articles. Any Director so appointed by the Board shall hold
office only until the next following annual general meeting and shall then be
eligible for re-election but shall not be taken into account in determining the
Directors or the number of Directors who are to retire by rotation at such meeting.

76. The Company may by special resolution remove any Director before the
expiration of his period of office and may (subject to these Articles) by special
resolution appoint another person in his place. Any person so appointed shall be
subject to retirement at the same time as if he had become a Director on the day on
which the Director in whose place he is appointed was last elected a Director. .

77. No person other than a Director retiring at the meeting shall, unless
recommended by the Board, be eligible for election to the office of Director at any
general meeting unless, not less than seven and not more than twenty-eight clear
days before the day appointed for the meeting, there has been given to the
Secretary notice in writing by a Member (not being the person to be proposed)
entitled to attend and vote at the meeting for which such notice is given of his
intention to propose such person for election and also notice in writing signed by
the person to be proposed of his willingness to be elected.

DISQUALIFICATION OF DIRECTORS
78. Without prejudice to the provisions for retirement by rotation hereinafter
contained, the office of a Director shall be vacated in any of the events following,
namely:
(a) if by notice in-writing delivered to the Office or tendered at a meeting of
the Board his resignation is requested by all of the other Directors and all of the

other Directors are not less than seven in number;

(b) if (not being an Executive Director whose contract precludes
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resignation) he resigns his office by notice in writing delivered to the Office or
tendered at a meeting of the Board;

{c) if he becomes of unsound mind or a patient for any purpose of any
statute relating to mental health and the Board resolves that his office is vacated;

(d) if, without leave, he is absent from meetings of the Board for six
consecutive months, and the Board resolves that his office is vacated;

(e) if he becomes bankrupt or compounds with his creditors;
(fH if he is prohibited by law from being a Director;

(g) if he ceases to be a Director by virtue of the Ordinance or is removed
from office pursuant to these Articles.

79. No shareholding qualification for Directors shall be required.

ROTATION OF DIRECTORS

80. At every annual general meeting one-third of the Directors for the time
being or, if their number is not a multiple of three, then the number nearest to but
not exceeding one-third shall retire from office. A Director retiring at a meeting
shall retain office until the close of the meeting. ' '

81. The Directors to retire on each occasion shall be those who have been
longest in office since their last election, but as between persons who became or
were re-elected Directors on the same day those to retire shall (unless they
otherwise agree among themselves) be determined by lot. The Directors to retire on
each occasion (both as to number and identity) shall be determined by the
composition of the Board at the date of the notice convening the annual general
meeting, and no Director shall be required to retire or be relieved from retiring by
reason of any change in the number or identity of the Directors after the date of
such notice but before the close of the meeting.

82. A retiring Director shall be eligible for re-election.

83. Subject to the provisions of these Articles, the Company at the meeting
at which a Director retires in manner aforesaid may fill the vacated office by
electing a person thereto and in default the retiring Director shall, if willing to
continue to act, be deemed to have been re-elected, unless at such meeting it is
expressly resoclved not to fill such vacated office or unless a resolution for the re-
election of such Director shall have been put to the meeting and lost.

84. (Deleted by Special Resolution dated 25/03/2003).
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CHIEF EXECUTIVE AND DIRECTORS

85. (A) The Board may from time to time appoint one or more of its body
to be Chief Executive(s) of the Company for such period and upon such terms as
the Board may determine and may revoke or terminate any such appointment. Any
such revocation or termination as aforesaid shall be without prejudice to any claim
for damages that such Director may have against the Company or the Company
may have against such Director for any breach of any contract of service between
him and the Company which may be involved in such revocation or termination.

(B) Subject to any express directions of the Board, the Chief Executive(s)
shall have the authority for implementing the policies of the Company as
determined by the Board and shall have the general supervision of its operations.

(C) In addition to the foregoing, the Board may entrust to and confer upon
the Chief Executive(s) any other powers exercisable by it upon such terms and
conditions and with such restrictions as it may think fit, and either collaterally with
or to the exclusion of its own powers and may from time to time revoke, withdraw,
alter or vary all or any of such powers but no person dealing in good faith and
without notice of such revocation shall be affected thereby.

(D) In addition to the foregoing, the Board may from time to time appoint
one or more of its body to hold any other employment or executive office with the
Company for such period and upon such terms as the Board may determine and
may revoke or terminate any of such appointments. Any such revocation or
termination as aforesaid shall be without prejudice to any claim for damages that
such Director may have against the Company or the Company may have against
such Director for any breach of any contract of service between him and the
Company which may be involved in such revocation or termination.

86. The Chief Executive(s) and any other Executive Director shall receive
such remuneration (whether by way of salary, commission, participation in profits
or otherwise) as the Board may determine, and either in addition to or in lieu of his
remuneration as a Director.

REMUNERATION AND EXPENSES

87. Each of the Directors shall be paid a fee at such rate as may from time to
time be determined by the Board.

88. Each Executive Director may be paid his reasonable travelling, hotel
and incidental expenses of attending and returning from meetings of the Board or
committees of the Board or general meetings or any other meeting which as a
Director he is entitled to attend and shall be paid all expenses properly and
reasonably incurred by him in the conduct of the Company’s business or in the
discharge of his duties as an Executive Director. Any Director who, by request,
goes or resides outside the jurisdiction in which he normally resides for any
purposes of the Company or who performs services which in the opinion of the
Board go beyond the ordinary duties of a Director may be paid such extra
remuneration (whether by way of salary, commission, participation in profits or
otherwise) as the Board may determine and such extra remuneration shall be in
addition to any remuneration provided for by or pursuant to any other Article.
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DIRECTORS’ INTERESTS

89. (A) A Director may hold any other office or place of profit with the
Company (except that of Auditor) in conjunction with his office of Director for
such period and upon such terms as the Board may determine, and may be paid
such extra remuneration therefor (whether by way of salary, commission,
participation in profits or otherwise) as the Board may determine, and such extra
remuneration shall be in addition to any remuneration provided for by or pursuant
to any other Article.

(B) A Director may act by himself or his firm in a professional capacity for
the Company (otherwise than as Auditor) and he or his firm shall be entitled to
remuneration for professional services as if he were not a Director.

(C) A Director of the Company may be or become a director or other officer
of, or otherwise interested in, any company promoted by the Company or in which
the Company may be interested, and shall not be liable to account to the Company
or the Members for any remuneration, profit or other benefit received by him as a
director or officer of or from his interest in such other company. The Board may
also cause the voting power conferred by the shares in any other company held or
owned by the Company to be exercised in such manner in all respects as it thinks
fit, including the exercise thereof in favour of any resolution appointing the
Directors or any of them to be directors or officers of such other company, or
voting or providing for the payment of remuneration to the directors or officers of
such other company.

(D) A Director shall not vote or be counted in the quorum on any resolution
of the Board concerning his own appointment as the holder of any office or place
of profit with the Company or any other company in which the Company is
interested (including the arrangement or variation of the terms thereof, or the
termination thereof).

(E) Where arrangements are under consideration concerning  the
appointment (including the arrangement or variation of the terms thereof, or the
termination thereof) of two or more Directors to offices or places of profit with the
Company or any other company in which the Company is interested, a separate
resolution may be put in relation to each Director and in such case each of the
Directors concerned shall be entitled to vote (and be counted in the quorum) in
respect of each resolution except that concerning his own appointment (or the
arrangement or variation of the terms thereof, or the termination thereof).

(F) Subject to the Ordinance and to the next paragraph of this Article, no
Director or proposed or intending Director shall be disqualified by his office from
contracting with the Company, either with regard to his tenure of any office or
place of profit or as vendor, purchaser or in any other manner whatever, nor shall
any such contract or any other contract or arrangement in which any Director is in
any way interested be liable to be avoided, nor shall any Director so contracting or
being so interested be liable to account to the Company or the Members for any
remuneration, profit or other benefits realised by any such contract or arrangement
by reason of such Director holding that office or of the fiduciary relationship
thereby established.
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(G) A Director who to his knowledge is in any way, whether directly or
indirectly, interested in a contract or arrangement or proposed contract or
arrangement with the Company shall declare the nature of his interest at the
meeting of the Board at which the question of entering into the contract or
arrangement is first taken into consideration, if he knows his interest then exists, or
in any other case at the first meeting of the Board after he knows that he is or has
become so interested. For the purposes of this Article, a general notice to the Board
by a Director to the effect that (a) he is a member of a specified company or firm
and is to be regarded as interested in any contract or arrangement which may after
the date of the notice be made with that company or firm or (b) he is to be regarded
as interested in any contract or arrangement which may after the date of the notice
be made with a specified person who is connected with him, shall be deemed to be
a sufficient declaration of interest under this Article in relation to any such contract
or arrangement; provided that no such notice shall be effective unless either it is
given at a meeting of the Board or the Director takes reasonable steps to secure that
it is brought up and read at the next Board meeting after it is given.

(H) Save as otherwise provided by these Articles, a Director shall not vote
(nor be counted in the quorum) on any resolution of the Board in respect of any
contract or arrangement in which he is to his knowledge materially interested, and
if he shall do so his vote shall not be counted, but this prohibition shall not apply to
any of the following matters namely:

(i) any contract or arrangement for giving to such Director any security or
indemnity in respect of money lent by him or obligations undertaken by him for the
benefit of the Company;

(i1) any contract or arrangement for the giving by the Company of any
security to a third party in respect of a debt or obligation of the Company which the
Director has himself guaranteed or secured in whole or in part;

(iii) any contract or arrangement by a Director to subscribe for shares,
debentures or other securities of the Company issued or to be issued pursuant to
any offer or invitation to Members or debenture holders of the Company or any
class thereof or to the public or any section thereof, or to underwrite any shares,
debentures or other securities of the Company;,

(iv) any contract or arrangement in which he is interested by virtue of his
interest in shares or debentures or other securities of the Company or by reason of
any other interest in or through the Company;

(v) any contract or arrangement concerning any other company (not being a
company in which the Director (together with any of his associates, as defined in
the Listing Rules) owns 5 per cent. or more) in which he is interested directly or
indirectly whether as an officer, shareholder, creditor or otherwise howsoever;

(vi) any proposal concerning the adoption, modification or operation of a
pension fund or retirement death or disability benefits scheme which relates both to
Directors and employees of the Company or of any of its subsidiaries and does not
provide in respect of any Director as such any privilege or advantage not accorded
to the employees to which such scheme or fund relates;
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(vii) any arrangement for the benefit of employees of the Company or of any
of its subsidiaries under which the Director benefits in a similar manner as the
employees and which does not accord to any Director as such any privilege or
advantage not accorded to the employees to whom such arrangement relates.

(I) A company shall be deemed to be a company in which a Director
(together with any of his associates, as defined in the Listing Rules) owns 5 per
cent. or more if and so long as (but only if and so long as) he (together with any of
his associates, as defined in the Listing Rules) is (either directly or indirectly) the
holder of or beneficially interested in 5 per cent. or more of any class of the equity
share capital of such company or of the voting rights available to members of such
company. For the purpose of this paragraph there shall be disregarded any shares
held by a Director as bare or custodian trustee and in which he has no beneficial
interest, any shares comprised in a trust in which the Director’s interest is in
reversion or remainder if and so long as some other person is entitled to receive the
income thereof, and any shares comprised in an authorised unit trust scheme in
which the Director is interested only as a unit holder.

(J) Where a company in which a Director (together with any of his
associates, as defined in the Listing Rules) holds 5 per cent. or more is materially
interested in a transaction, then that Director shall also be deemed materially
interested in such transaction.

(K) If any question shall arise at any meeting of the Board as to the
materiality of the interest of a Director (other than the chairman of the meeting) or
as to the entitlement of any Director (other than such chairman) to vote or be
counted in the quorum and such question is not resolved by his voluntarily
agreeing to abstain from voting or not to be counted in the quorum, such question
shall be referred to the chairman of the meeting and his ruling in relation to such
other Director shall be final and conclusive except in a case where the nature or

-extent of the interest of the Director concerned as known to such Director has not

been fairly disclosed to the Board. If any question as aforesaid shall arise in respect
of the chairman of the meeting such question shall be decided by a resolution of the
Board (for which purpose such chairman shall be counted in the quorum but shall
not vote thereon) and such resolution shall be final and conclusive except in a case
where the nature or extent of the interest of such chairman as known to such
chairman has not been fairly disclosed to the Board.

(L) The Company may by resolution suspend or relax the provisions of this
Article to any extent or ratify any transaction not duly authorised by reason of a
contravention of this Article.

POWERS AND DUTIES OF THE BOARD

90. The business of the Company shall be managed by the Board, which
may pay all expenses incurred in forming and registering the Company and may
exercise all powers of the Company (whether relating to the management of the
business of the Company or otherwise) which are not by the Ordinance or by these
Articles required to be exercised by the Company in general meeting, subject
nevertheless to the provisions of the Ordinance and of these Articles and to such
regulations, being not inconsistent with such provisions, as may be prescribed by
the Company in general meeting, but no regulations made by the Company in
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general meeting shall invalidate any prior act of the Board which would have been
valid if such regulations had not been made. The general powers given by this
Article shall not be limited or restricted by any special authority or power given to

- the Board by any other Article.

91. The Board may exercise all the powers of the Company to borrow
money and to mortgage or charge all or any part of the undertaking, property and
assets (present and future) and uncalled capital of the Company and, subject to the
Ordinance, to issue debentures and other securities, whether outright or as
collateral security for any debt, liability or obligation of the Company or of any
third party.

92. The Board may by resolution exercise any power conferred by the
Ordinance to make provision for the benefit of persons employed or formerly
employed by the Company or any of its subsidiaries in connection with the
cessation or the transfer to any person of the whole or part of the undertaking of the
Company or that subsidiary.

93. The Board may establish any boards or agencies for managing any of
the affairs of the Company, either in Hong Kong or elsewhere, and may appoint
any persons to be members of such boards, may appoint any managers or agents
(and in particular, but without limitation, may appoint any company, firm or person
to be the Company’s investment manager), and may in each case fix their
remuneration. The Board may delegate to any such board, manager or agent any of
the powers, authorities and discretions vested in or exercisable by the Board, with
power to sub-delegate, and may authorise the members of any such board or any of
them to fill any vacancies therein and to act notwithstanding vacancies. Any such
appointment or delegation may be made upon such terms and subject to such
conditions as the Board may think fit, and the Board may remove any person
appointed as aforesaid, and may revoke or vary such delegation, but no person
dealing in good faith and without notice of any such revocation or variation shall
be affected thereby.

94. The Board may by power of attorney appoint any company, firm or
person or any fluctuating body of persons, whether nominated directly or indirectly
by the Board, to be the attorney or attorneys of the Company for such purposes and
with such powers, authorities and discretions (not exceeding those vested in or
exercisable by the Board under these Articles) and for such period and subject to
such conditions as it may think fit, and any such power of attorney may contain
such provisions for the protection and convenience of persons dealing with any
such attorney as the Board may think fit, and may also authorise any such attorney
to sub-delegate all or any of the powers, authorities and discretions vested in him.

95. The Company may exercise all the powers conferred by the Ordinance
with regard to having official seals, and such powers shall be vested in the Board.

96. Subject to the provisions of the Ordinance, the Company may keep an
overseas or local or other register in any place, and the Board may make and vary

such regulations as it may think fit respecting the keeping of any such register.

97. All cheque, promissory notes, drafts, bills of exchange and other
instruments, whether negotiable or transferable or not, and all receipts for moneys
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paid to the Company shall be signed, drawn, accepted, endorsed or otherwise
executed, as the case may be, in such manner as the Board shall from time to time
by resolution determine.

98. The Board shall cause minutes or records to be made in books provided
for the purposes:

(a) of the names of the Directors present at each meeting of the Board or
committee of the Board; and

(b) of all resolutions and proceedings at all meetings of the Company and of
the holders of any class of shares in the Company and of the Board and of any
committee of the Board.

99. The Board on behalf of the Company may exercise ail the powers of
the Company to grant pensions, annuities or other allowances and benefits in
favour of any person including any Director or former Director or the relations,
connections or dependants of any Director or former Director provided that no
pension, annuity or other allowance or benefit (except such as may be provided for
by any other Article) shall be granted to a Director or former Director who has not
been an Executive Director or held any other office or place of profit under the
Company or any of its subsidiaries or to a person who has no claim on the
Company except as a relation, connection or dependant of a Director or former
Director without the approval of an ordinary resolution of the Company. A
Director or former Director shall not be accountable to the Company or the
Members for any benefit of any kind conferred under or pursuant to this Article
and the receipt of any such benefit shall not disqualify any person from being or
becoming a Director of the Company.

PROCEEDINGS OF THE BOARD

100. The Board may meet for the despatch of business, adjourn and
otherwise regulate its meetings as it thinks fit. Questions arising at any meeting
shall be determined by a majority of votes. In the case of any equality of votes the
chairman of the meeting shall have an additional or casting vote. A Director may,
and the Secretary on the requisition of a Director shall, at any time summon a
Board meeting. ‘ ‘

101. Notice of a Board meeting shall be deemed to be duly given to a
Director if it is given to him either in writing or by word of mouth or by telephone
or by facsimile at the facsimile number from time to time notified to the Company
by such Director or by telex or telegram at the address from time to time notified to
the Company by such Director or by electronic mail at the electronic mail address
from time to time notified to the Company by such Director or in such other
manner as the Board may from time to time determine. A Director absent or
intending to be absent from Hong Kong may request the Board that notices of
Board meetings shall during his absence be sent to him in such manner as
described above, but such notices need not be given any earlier than notices given
to Directors not so absent and in the absence of any such request it shall not be
necessary to give notice of a Board meeting to any Director who is for the time
being absent from Hong Kong. A Director fnay waive notice of any meeting either
prospectively or retrospectively.
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102. The quorum necessary for the transaction of the business of the Board
may be fixed by the Board and, unless so fixed at any other number, shall be four.
A meeting of the Directors may be held by means of telephone or

-videoconferencing or any other electronic means provided that all participants are

thereby able to communicate immediately by voice with all other participants.
Any Director who ceases to be a Director at a Board meeting may continue to be
present and to act as a Director and be counted in the quorum until the termination
‘of the Board meeting if no other Director objects and if otherwise a quorum of
Directors would not be present.

103. The continuing Directors or a sole continuing Director may act
notwithstanding any vacancy in the Board but, if and so long as the number of
Directors is reduced below the minimum number fixed by or in accordance with
these Articles, the continuing Directors or Director, notwithstanding that the
number of Directors is below the number fixed by or in accordance with these
Articles as the quorum or that there is only one continuing Director, may act for the
purpose of filling vacancies in the Board or of summoning general meetings of the
Company but not for any other purpose.

104. The Board may elect a Chairman and one or more Deputy Chairmen of
its meetings and determine the period for which they are respectively to hold such
office. If no such Chairman or Deputy Chairman is elected, or if at any meeting
neither. the Chairman nor any Deputy Chairman is present within fifteen minutes
after the time appointed for holding the same, the Directors present may choose
one of their number to be chairman of the meeting.

105. A meeting of the Board at which a quorum is present shall be competent
to exercise all the powers, authorities and discretions for the time being vested in or
exercisable by the Board.

106. The Board may delegate any of its powers, authorities and discretions to
any committee, consisting of such Directors of the Company and such other
persons as it thinks fit. The Board may from time to time revoke such delegation or
revoke the appointment of and discharge any such committees either wholly or in
part, and either as to persons or purposes. Any committee so formed shall, in the
exercise of the powers, authorities and discretions so delegated, conform to any
regulations which may be imposed on it by the Board.

107. The meetings and proceedings of any committee consisting of two or
more members shall be governed by the provisions contained in these Articles for
regulating the meetings and proceedings of the Board so far as the same are
applicable and are not superseded by any regulations imposed by the Board under
the last preceding Article.

108. A resolution in writing signed by all the Directors or by all the members
of a committee for the time being entitled to receive notice of a meeting of the
Board or, as the case may be, of such committee (provided that number is
sufficient to constitute a quorum) shall be as valid and effectual as a resolution
passed at a meeting of the Board or, as the case may be, of such committee duly
called and constituted. Such resolution may be contained in one document or in
several documents in like form each signed by one or more of the Directors or
members of the committee concerned. A copy of a resolution signed and sent by a
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Director by telex or cable or facsimile shall be deemed to be a document signed by
him for the purposes of this Article.

Provided that this Article shall not apply in relation to any contract or
arrangement (not being one of the types specified in Article 89(H)) in which a
Director or Directors are interested, unless the number of Directors signing the
resolution who are not interested in the contract or arrangement would have
constituted a quorum of Directors if a meeting had been held for the purpose of
considering the contract or arrangement.

109. All acts done by the Board or by any committee or by any person acting
as a Director or member of a commiittee, shall, notwithstanding that it is afterwards
discovered that there was some defect in the appointment of any member of the
Board or such committee or person acting as aforesaid or that they or any of them
were disqualified or had vacated office, be as valid as if every such person had
been duly appointed and was qualified and had continued to be a Director or
member of such committee.

SECRETARY

110. The Secretary shall be appointed by the Board for such term, at such
remuneration and upon such conditions as it may think fit; and any Secretary so
appointed may be removed by the Board.

111. A provision of the Ordinance or these Articles requiring or authorising a
thing to be done by or to a Director and the Secretary shall not be satisfied by its
being done by or to the same person acting both as Director and as, or in place of,
the Secretary.

SEALS

112. The Board shall provide for the custody of every Seal. A Seal shall only
be used by the authority of the Board or of a committee of the Board authorised by
the Board in that behalf. Subject as otherwise provided in these Articles, any
instrument to which the common seal is affixed shall be signed by two Directors or
by a Director and the Secretary (or some other person appointed by the Board) or
by two other persons appointed by the Board. Every instrument executed in the
manner provided by this Article shall be deemed to be sealed and executed with the
authority of the Directors previously given.

DIVIDENDS AND OTHER PAYMENTS

113. Subject to the Ordinance and as hereinafter set out, the Company in
general meeting may from time to time declare dividends to be paid to the
Members according to their rights and interests in the profits available for
distribution, but no dividend shall be declared in excess of the amount
recommended by the Board. Surpluses arising from the revaluation of investments
shall not be available for dividend.

114. Except in so far as the rights attaching to, or the terms of issue of, any
share otherwise provide:
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(a) all dividends shall be declared and paid according to the amounts paid
up on the shares in respect of which the dividend is paid, but no amount paid up on
a share in advance of calls shall be treated for the purposes of this Article as paid
up on the share; and

(b) all dividends shall be apportioned and paid pro rata according to the
amounts paid up on the shares during any portion or portions of the period in
respect of which the dividend is paid.

115. The Board may from time to time pay to the Members such interim
dividends as appear to the Board to be justified by the position of the Company; the
Board may also pay any fixed dividend which is payable on any shares of the
Company half-yearly or on any other dates, whenever such position, in the opinion
of the Board, justifies such payment. If the share capital is divided into different
classes, the Board may pay interim dividends on shares which confer deferred or
non-preferred rights with regard to dividend as well as on shares which confer
preferential rights with regard to dividend, but no interim dividend shall be paid on
shares carrying deferred or non-preferred rights if, at the time of payment, any
preferential dividend is in arrear. Provided the Directors act in good faith, they
shall not incur any liability to the holders of shares conferring preferred rights for
any loss they may suffer by the lawful payment of an interim dividend on any
shares having deferred or non-preferred rights.

116. The Board may deduct from any dividend or other moneys payable to a
Member by the Company on or in respect of any shares all sums of money (if any)
presently payable by him to the Company on account of calls or otherwise in
respect of shares of the Company. :

117. No dividend or other moneys payable by the Company on or in respect
of any share shall bear interest against the Company.

118. (A) In respect of any dividend proposed to be paid or declared by the
Board or by the Company in general meeting, the Board may propose and
announce prior to or contemporancously with the payment or declaration of such
dividend:

(i) that such dividend be satisfied wholly or in part in the form of an
allotment of shares credited as fully paid up provided that Members entitled thereto
will be entitled to elect to receive such dividend (or part thereof) in cash in lieu of
such allotment. In such case, the following provisions shall apply:

(a) the basis of any such allotment shall be determined by the Board;

{b) the Board, after determining the basis of allotment, shall give not less
than two weeks’ notice in writing to the holders of the shares of the right of
election accorded to them and shall send with such notice forms of election and
specify the procedure to be followed and the place at which and the latest date and
time by which duly completed forms of election must be lodged in order to be
effective;

(c) the right of election may be exercised in respect of the whole or part of
that portion of the dividend in respect of which the right of election has been
accorded;
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(d) the dividend (or that part of the dividend to be satisfied by the allotment
of shares as aforesaid) shall not be payable in cash on shares in respect whereof the
cash election has not been duly exercised (“the non-elected shares™) and in lieu and
in satisfaction thereof shares shall be allotted credited as fully paid up to the
holders of the non-elected shares on the basis of allotment determined as aforesaid
and for such purpose the Board shall capitalise and apply out of any part of any of
the Company’s reserve accounts (including any share premium account or capital
redemption reserve fund) or profit and loss account or amounts otherwise available
for distribution as the Board may determine such sum as may be required to pay up
in full the appropriate number of shares for allotment and distribution to and
amongst the holders of the non-elected shares on such basis; or

(i1) that Members entitled to such dividend be entitled to elect to receive an
allotment of shares credited as fully paid up in lieu of the whole or such part of the
dividend as the Board may think fit. In such case, the following provisions shall
apply:

{a) the basis of any such allotment shall be determined by the Board;

(b) the Board, after determining the basis of allotment, shall give not less
than two weeks’ notice in writing to the holders of the shares of the right of
election accorded to them and shall send with such notice forms of election and
specify the procedure to be followed and the place at which and the latest date and
time by which duly completed forms of election must be lodged in order to be
effective;

{c¢) the right of election may be exercised in respect of the whole or part of
that portion of the dividend in respect of which the right of election has been
accorded,

(d) the dividend (or that part of the dividend in respect of which a right of
election has been accorded) shall not be payable on shares in respect whereof the
share election has been duly exercised (“the elected shares”) and in lieu and in
satisfaction thereof shares shall be allotted credited as fully paid up to the holders
of the elected shares on the basis of allotment determined as aforesaid and for such
purpose the Board shall capitalise and apply out of any part of any of the
Company’s reserve accounts (including share premium account or capital
redemption reserve fund) or profit and loss account or amounts otherwise available
for distribution as the Board may determine such sum as may be required to pay up
in full the appropriate number of shares for allotment and distribution to and
amongst the holders of the elected shares on such basis.

(B) The shares allotted pursuant to the provisions of paragraph (A) of this
Article shall rank pari passu in all respects with the shares then in issue save only
as regards participation:

(i) in the relevant dividend (or the right to receive or to elect to receive an
allotment of shares in lieu thereof as aforesaid); or

(iiy in any other distribution, bonus or rights paid, made, declared or

announced prior to or contemporaneously with the payment or declaration of the
relevant dividend unless, contemporaneously with the announcement by the Board
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of its proposal to apply the provisions of sub-paragraph (i) and (ii) of paragraph (A)
of this Article in relation to the relevant dividend or contemporaneously with its
announcement of the distribution, bonus or rights in question, the Board shall
specify that the shares to be allotted pursuant to the provisions of paragraph (A) of
this Article shall rank for participation in such distribution, bonus or rights.

(C) The Board may do all acts and things considered necessary or expedient
to give effect to any capitalisation pursuant to the provisions of paragraph (A) of
the Article with full power to the Board to make such provisions as it thinks fit in
the case of shares becoming distributable in fractions (including provisions
whereby, in whole or in part, fractional entitlements are aggregated and sold and
the net proceeds distributed to those entitled or are disregarded or rounded up or
down, or whereby the benefit of fractional entitlements accrues to the Company
rather than to the Members concerned). The Board may authorise any person to
enter into, on behalf of all Members interested, an agreement with the Company
providing for such capitalisation and matters incidental thereto and any agreement
made pursuant to such authority shall be effective and binding on all concerned.

119. Any dividend, interest or other sum payable in cash to the holder of
shares may be paid by cheque or warrant sent through the post addressed to the
holder at his registered address or, in the case of joint holders, addressed to the
holder whose name stands first in the Register in respect of the shares at his
address as appearing in the Register or addressed to such person and at such
address ds the holder or joint holders may in writing direct. Every such cheque or
warrant shall, unless the holder or joint holders otherwise direct, be made payable
to the order of the holder or, in the case of joint holders, to the order of the
holder whose name stands first on the Register in respect of such shares, and shall
be sent at his or their risk and payment of the cheque or warrant by the bank on
which it is drawn shall constitute a good discharge to the Company. Any one of
two or more joint holders may give effectual receipts for any dividends or other
moneys payable or property distributable in respect of the shares held by such joint
holders.

120A.The Company may in its absolute discretion cease to send dividend
cheques or dividend warrants to any holders of shares where any dividend cheque
or dividend warrant, having been posted in the manner specified in these Articles:

(i) isreturned to the Company undelivered; or
(i1) has been left uncashed on two consecutive occasions;

Any future entitlement to dividends of the person or persons concerned shall be
treated as an unclaimed dividend and dealt with in accordance with the provisions
of these Articles.

120B.Any dividend unclaimed after a period of six years from the date of
declaration of such dividend shall be forfeited and shall revert to the Company and
the payment by the Board of any unclaimed dividend, interest or other sum payable
on or in respect of a share into a separate account shall not constitute the Company
a trustee in respect thereof.

121. Any general meeting declaring a dividend may by ordinary resolution,
upon the recommendation of the Board, direct payment or satisfaction of such
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dividend wholly or in part by the distribution of specific assets, and in particular of
paid up shares or debentures of any other company, and the Board shall give effect
to such direction, and where any difficulty arises in regard to such distribution the
Board may settle it as it thinks expedient, and in particular may issue fractional
certificates or authorise any person to sell and transfer any fractions or may ignore
fractions altogether, and may fix the value of distribution purposes of any such
specific assets and may determine that cash payments shall be made to any
Members upon the footing of the value so fixed in order to secure equality of
distribution and may vest any such specific assets in trustees as may seem
expedient to the Board.

RESERVES

122. The Board may, before recommending any dividend, set aside out of the
profits of the Company such sums as it thinks proper as reserves which shall, at the
discretion of the Board, be applicable for any purpose to which the profits of the
Company may be properly applied and pending such application may, also at such
discretion, either be employed in the business of the Company or be invested in
such investments as the Board may from time to time think fit. The Board may also
without placing the same to reserve carry forward any profits which it may think it
prudent not to distribute. -

CAPITALISATION OF PROFITS

123. The Company may, upon the recommendation of the Board, at any time
and from time to time pass an ordinary resolution to the effect that it is desirable to
capitalise all or any part of any amount for the time being standing to the credit of
any reserve or fund (including the profit and loss account) whether or not the same
is available for distribution and accordingly that such amount be set free for
distribution among the Members or any class of Members who would be entitled
thereto if it were distributed by way of dividend and in the same proportions, on the
footing that the same is not paid in cash but is applied either in or towards paying
up the amounts for the time being unpaid on any shares in the Company held by
such Members respectively or in payment up in full of unissued shares, debentures
or other obligations of the Company, to be allotted and distributed credited as fully
paid up among such Members, or partly in one way and partly in the other, and the
Board shall give effect to such resolution provided that, for the purposes of this
Article, a share premium account and a capital redemption reserve, and any reserve

- or fund representing unrealised profits, may be applied only in paying up in full

unissued shares of the Company to be allotted to such Members credited as fully
paid.

124. Where any difficulty arises in regard to any distribution under the last
preceding Article the Board may settle the same as it thinks expedient and in
particular may issue fractional certificates or authorise any person to sell and
transfer any fractions or may resolve that the distribution should be as nearly as
may be practicable in the correct proportion but not exactly so or may ignore
fractions altogether, and may determine that cash payments shall be made to any
Members in order to adjust the rights of all parties, as may seem expedient to the
Board. The Board may appoint any person to sign on behalf of the persons entitled
to- participate in the distribution any contract necessary or desirable for giving

~35—

Board may set
aside reserves

Capitalisation
issues

Board to settle
fractional
entitlements




Board may fix
record date

Board to cause
accounts to be kept

‘Where accounts to
be kept

Distribution of
accounts

effect thereto and such appointment shall be effective and binding upon the
Members.

RECORD DATES

125. Notwithstanding any other provision of these Articles the Company or
the Board may fix any date as the record date for any dividend, distribution,
allotment or issue and such record date may be on or at any time before or after any
date on which such dividend, distribution, allotment or issue is declared, paid or
made.

ACCOUNTING RECORDS

126. The Board shall cause to be kept accounting records sufficient to give a
true and fair view of the state of the Company’s affairs and to show and explain its
transactions, in accordance with the Ordinance.

127. The accounting records shall be kept at the Office or, subject to the
Ordinance, at such other place or places as the Board may think fit and shall
always be open to inspection by the officers of the Company. No Member (other
than an officer of the Company) shall have any right of inspecting any accounting
record or book or document of the Company except as conferred by law or
authorised by the Board.

128. (A) The Directors shall, from time to time, in accordance with the
Ordinance, cause to be prepared and to be laid before the annual general meeting of
the Company the relevant financial documents required by the Ordinance. The
Directors may also cause to be prepared a summary financial report if they think
fit, which may be provided to Members and/or debenture holders instead of the
relevant financial documents in circumstances permitted by the Stock Exchange.

(B) Subject to paragraph (C) below, a copy of the relevant financial
documents or the summary financial report shall, not less than 21 days before the
meeting, be delivered or sent by post to the registered address of every Member
and debenture holder of the Company, or in the case of a joint holding to- the
Member or debenture holder (as the case may be) whose name stands first in the
appropriate Register in respect of the joint holding. No accidental non-compliance
with the provisions of this Article shall invalidate the proceedings at the meeting.

(C) Where a Member or debenture holder of the Company has, in
accordance with the Ordinance and any rules prescribed by the Stock Exchange
from time to time, consented to treat the publication of the relevant financial
documents and/or the summary financial report on the Company’s computer
network as discharging the Company’s obligation under the Ordinance to send a
copy of the relevant financial documents and/or the summary financial report, then
subject to compliance with the publication and notification requirements of the
Ordinance and any rules prescribed by the Stock Exchange from time to time,
publication by the Company on the Company’s computer network of the relevant
financial documents and/or the summary financial report at least 21 days before the
date of the meeting shall, in relation to each such Member or debenture holder of
the Company, be deemed to discharge the Company’s obligations under paragraph
(B) above.
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(D) For the purpose of this Article, “relevant financial documents” and

“summary financial report” shall have the meaning ascribed to them in the
Ordinance.

AUDIT

129. Auditors shall be appointed and their duties regulated in accordance
with the Ordinance.

SERVICE OF NOTICES AND OTHER DOCUMENTS

130. Any notice or document to be given or issued under these Articles shall
be in writing, except that any such notice or document to be given or issued by or
on behalf of the Company under these Articles (including any ‘“corporate
communication” within the meaning ascribed thereto in the Listing Rules) shall be
in writing which may or may not be in a transitory form and may be recorded or
stored in any digital, electronic, electrical, magnetic or other retrievable form or
medium and information in visible form (including an electronic communication
and publication on a computer network) whether having physical substance or not
may be served or delivered by the Company by any of the following means subject
to and to such extent permitted by and in accordance with the Ordinance, the
Listing Rules and any applicable laws, rules and regulations:

(i) personally;

(i1) by sending it through the post in a properly prepaid letter, envelope or
wrapper addressed to a Member at his registered address as appearing in the
Register or in the case of another entitled person (as defined in the Ordinance), to
such address as he may provide;

(111) by delivering or leaving it at such address as aforesaid;

(iv) by advertisement in an English language newspaper and a Chinese
language newspaper in Hong Kong;

(v) by transmitting it as an electronic communication to the entitled person
at such electronic address as he may have provided; or "

(v1) by publishing it on a computer network.

In the case of joint holders of a share, all notices shall be given to that one of
the joint holders whose name stands first in the Register and notice so given shall
be sufficient notice to all the joint holders.

131. Any notice or document (including any “corporate communication”
within the meaning ascribed thereto in the Listing Rules) given or issued by or on
behalf of the Company:

(1) if sent by post, shall be deemed to have been served on the day
following that on which the envelope or wrapper containing the same is put into a
post office sitnated within Hong Kong and in proving such service it shall be
sufficient to prove that the envelope or wrapper containing the notice or document
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was properly prepaid, addressed and put into such post office (airmail if posted
from Hong Kong to an address outside Hong Kong) and a certificate in writing
signed by the Secretary or other person appointed by the Board that the envelope or
wrapper containing the notice or document was so properly prepaid, addressed and
put into such post office shall be conclusive evidence thereof;

(ii) if not sent by post but delivered or left at a registered address by the
Company, shall be deemed to have been served on the day it was so delivered or
left;

(iii) if published by way of a newspaper advertisement, shall be deemed to
have been served on the date on which it is advertised in one English language
newspaper and one Chinese language newspaper in Hong Kong;

(iv) if sent as an electronic communication, shall be deemed to have been
served at the time when the notice or document is transmitted electronically
provided that no notification that the electronic communication has not reached its
recipient has been received by the sender, except that any failure in transmission
beyond the sender’s control shall not invalidate the effectiveness of the notice or
document being served; and

(v) if published on the Company’s computer network, shall be deemed to
have been served on the day on which the notice or document is published on the
Company’s computer network to which the entitled person may have access.

131A. (A) The signature to any notice or document by the Company
may be written, typed, printed or made electronically.

(B) Subject to any applicable laws, rules and regulations, any notice or
document, including but not limited to the documents referred to in Article 128 and
any “corporate communication” within the meaning ascribed thereto in the Listing
Rules, may be given in the English language only, in the Chinese language only or
in both the English language and the Chinese language.

132. Any notice or other document served on or delivered to any Member in
pursuance of these Articles shall, notwithstanding that such Member is then dead
or bankrupt or that any other event has occurred, and whether or not the Company
has notice of the death or bankruptcy or other event, be deemed to have been duly
served or delivered in respect of any share registered in the name of such Member
as sole or joint holder unless before the day of posting (or if it is not sent by post
before the day of service or delivery) of the notice or document, his name has been
removed from the Register as the holder of the share, and such service or delivery
shall for all purposes be deemed a sufficient service or delivery of such notice or
document on all persons interested (whether jointly with or as claiming through or
under him) in the share.

DESTRUCTION OF DOCUMENTS
133. The Company may destroy:

(a) any share certificate which has been cancelled at any time after the
expiry of one year from the date of such cancellation;
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(b) any dividend mandate or any variation or cancellation thereof or any
notification of change of name or address at any time after the expiry of two years
from the date such mandate variation cancellation or notification was recorded by
the Company;

{¢) any instrument of transfer of shares which has been registered at any
time after the expiry of six years from the date of registration; and

(d) any other document on the basis of which any entry in the Register is

made at any time after the expiry of six years from the date an entry in the Register
was first made in respect of it;

and it shall conclusively be presumed in favour of the Company that every share
certificate so destroyed was a valid certificate duly and properly cancelled and that
every instrument of transfer so destroyed was a valid and effective instrument duly
and properly registered and that every other document destroyed hereunder was a
valid and effective document in accordance with the recorded particulars thereof in
the books or records of the Company. Provided always that:

(i) the foregoing provisions of this Article shall apply only to the
destruction of a document in good faith and without express notice to the Company
that the preservation of such document was relevant to a claim;

(i) nothing contained in this Article shall be construed as imposing upon
the Company any liability in respect of the destruction of any such document
earlier than as aforesaid or in any case where the conditions of proviso (i) above
are not fulfilled; and

(iii) references in this Article to the destruction of any document include
references to its disposal in any manner.

Notwithstanding any provision contained in these Articles, the Directors may,
if permitted by applicable law, authorise the destruction of documents set out in
sub-paragraphs (a) to (d) of this Article and any other documents in relation to
share registration which have been microfilmed or electronically stored by the
Company or by the share registrar on its behalf provided always that this Article
shall apply only to the destruction of a document in good faith and without express
notice to the Company and its share registrar that the preservation of such
document was relevant to a claim.

WINDING UP

134. If the Company shall be wound up, the liquidator may, with the sanction
of a special resolution of the Company and any other sanction required by the
Ordinance, divide amongst the Members in specie or kind the whole or any part of
the assets of the Company (whether they shall consist of property of the same kind
or not) and may, for such purpose, set such values as he deems fair upon any
property to be divided as aforesaid and may determine how such division shall be
carried out as between the Members or different classes of Members. The
liquidator may, with the like sanction, vest the whole or any part of such assets in
trustees upon such trusts for the benefit of the contributories as the liquidator, with
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the like sanction, shall think fit, but so that no Member shall be compelled to
accept any shares or other assets upon which there is any liability.

INDEMNITY

135. Every Director, Executive Director, manager, secretary and officer of
the Company shall be indemnified out of the funds of the Company against all
liabilities incurred by him as such Director, Executive Director, manager, secretary
or officer in defending any proceedings, whether civil or criminal, in which
judgment is given in his favour, or in which he is acquitted, or in connection with
any application under the Ordinance in which relief from liability is granted to him
by the Court.
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Companies Registry RSPy Return of Allotments
N FOEE M OE | AR EC B ERER

Company Number A SiEyE

255

1 Company Name /AT 45

. The Bank of East Asia, Limited B 2545/ T5 /ATl
2 'Date(s) of_AIIotment S BB H (Note 2 2)

P04 i 04 2003 To 22 04 i 2003

T g AR = 557 T
3 Totals of this Allotment B OB IEEZE:-

Nominal Amount Paid and Payable T#{ 5k FEBAIMBEE (Note 5 3) $ | HK$87,500.00

Premium Amount Paid and Payable [(A) + (B)] BE#i Rk EHNEEELE [(A)+(B)]S HK$335,650.00

4 Cumulative Total of Paid-up Capital (Including this Allotment) . $ HK$3,627,'178,600,00
ZHEBERKER (BFELSE)

5 Shares Allotted for Cash AE S XN SEER G

Class of No. of Shares {Nominal Value: Amount Paid and Payable | Premium on Total Premium Paid
Shares Allotted of Each Share on Each Share Each Share and Payable (A)
: BRE /EHEMNEE
1 {7 28 5 ELSRNEG | SRNOEE Paid Payable | 4 I 89 18 & B8R FE B
B E BR8N | mEd X (B A R
Ordinary -35,000- HK$2.50 {HK$12.09 Nil HK$9.59 | HKS$335,650.00

Presentor’s Name and Address For Official Use
BRAREL Rt : SRR AN

The Bank of East Asia, Limited
Secretarial, 20/F.,

The Bank of East Asia Building,
10 Des Voeux Road Central,
Hong Kong.




Return of Allotments

BRI ISR

Company Number A BHESE

255

6 Shares Allotted for other than Cash JEIR & F{THI S EIRE{D (Note & 4)

Page2 H_H

Class of
Shares

i {5 38 51

No. of Shares
Allotted

Eo R kD
#H

Nominal Value {Amount Treated As Paid oni Premium on

Of Each Share Each Share Each Share

EENEHE | ERERECATN | SRNEHE
FE KR

Total Premium Paid
and

Payable (B)
ER R EH
K& EERER

Consideration for whiéh the Shares have been Allotted 4 fg Et iR 89R1E

N/A

7 Details of Allottees ¥ SR BERWER

y =& Ui

Name, Occupation
and Description

B 2TE B

See the attached list

Address
Hbhk

No. of Shares Allotted by Class
BFHEANRG S ENEE

Signed %4

(Name #:): (

Total Shares Allotted by Class

BFRBRDIEER

) Date HHS :‘

Direstorgisn ~Secretary e =
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Companies Registry 7 2 Return of Allotments
A A E MR BBl R R

Company Number AFES

255
1 Company Name A2AFE &8
The Bank of East Asia, Limited ZRAzsR{TH R/NE)
2 Date(s) of Allotment 4f2 H #5 (Note 3£ 2)
12 05 2003 | To | 30 05 . f 2003
R T o = B R A
3 Totals of this Allotment B4 S BEERBEEE:-

Nominal Amount Paid and Payable B8 5% FESHI#EEEE (Note 2 3) $ | HK$545,00000;

4 Cumulative Total of Paid-up Capital (Including this Allotment) $ | HK$3,627,723,600.00
I2HEBEEFEE (BFEMSE)

5 Shares Allotted for Cash AE & XSRS

Class of No. of Shares | Nominal Value! Amount Paid and Payable | Premium on Total Premium Paid
Shares Allotted of Each Share on Each Share Each Share and Payable (A)
ERE /FESITEIKE :
% o B ELoESOED  SEROEE Paid Payable EENGEE EAKER
%8 LRI L AR < S MBEEHKR
Ordinary -218,000- | HK$2.50 [HKS$12.09| Nil HK$9.59 | HK$2,090,620.00

Presentor’s Name and Address For Official Use
b N0 cE Y3 ke HEREAR

The Bank of East Asia, Limited
Secretarial, 20/F.,

The Bank of East Asia Building,
10 Des Voeux Road Central,

Hana K Aana




Return of Allotments Company Number /A El#E5%%

B 43 B R | | 255
Page2 #H_H
6 Shares Allotted for other than Cash JFJ & {f@9 TRkl Note st 4
Class of No. of Shares {Nominal ValueiAmount Treated As Paid oni Premium on Total Premium Paid |
Shares Allotted Of Each Share Each Share Each Share and
Payable (B)
i 3 A EoEkyr  SRNEHE ! SRERECEMNN | SBRNEHE B KER
HE B & BB
Consideration for which the Shares have been Allotted 4/ EitiEa8NA<HE
N/A
7 Details of Allottees S EBG BRI
No. of Shares Allotted by Class
Name, Occupation SENBG S ENE B
and Description ADAIess e s e sra e
&%/%ﬁ: F B ik Class 5l Class $FEl Class ¥E5(
podi: B
Ordinary
See the attached list -218,000- .
Total Shares Allotted by Class 218.000
smppsmem| 1500
. /2
Signed %4 //
(Name #2): ( Molly HO Kam Lan ) Date ggg: -—9SJuNaA3

Ditestor3&28 “Secretary & *

*Delete whichever does not apply LT EAE
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Return of Allotments

B/ EC B

NER

Companies Registry
o~ A EE OB

Company Number

255

1 Company Name /AT 4%

The Bank of East Asia, Limited ZFEIagR{TH ISE/AE

2 Date(s) of Allotment 4f2H HH (Note = 2)

02 06 2003+ To 30 06 2003
bOE MM BT WYWE = DD H MM ETTTYWY &
3 Totals of this Allotment i B2 7 5> B 9 48 548 :- '
Nominal Amount Paid and Payable B K EHRIBREEE (Note & 3) $ | HKS$1,952,500.00

Premium Amount Paid and Payable [(A) + (B)] EEEEENBEBLE [(A)+(B)]S$

4 Cumulative Total of Paid-up Capital (Including this Allotment) $

HK$3,629,676,100.00
SRAZRIEE (BELSR)

5 Shares Allotted for Cash FAE &S {THOREG.

Class of No. of Shares |{Nominal Value| Amount Paid and Payable | Premium on Total Premium Paid
Shares Allotted of Each Share on Each Share Each Share and Payable (A)
ERE /EENEKE
o35k bl BoRKEG | SROEE Paid Payable | G BRE ERRER
..................................................... w8 ... | BEBE | EEN BB | HEEERE
Ordinary -781,000- | HKS$2.50 {HK$12.09{ Nil HK$9.59 | HK$7,489,790.00
\

Presentor’s Name and Address
BRARNKZ R

The Bank of East Asia, Limited

Secretarial, 20/F

The Bank of East Asia Building,
10 Des Voeux Road Central,
Hong Kong.

RBnenificatinn Nn 1/97

R

For Official Use




Return of Allotments Company Number ZAF#5%

R o Bo ER R 3R 255

Page2 H_H
6 Shares A_Il!ggted for other thapm_Cash FRET IS E B (Note 5 4)
Class of No. of Shares | Nominal ValueiAmount Treated As Paid cni Premium on Total Premium Paid
Shares Allotted Of Each Share Each Share Each Share and

Payable (B)
R 3 3 3 Eokwkyh  SROEE | SEERECHNTN  BRNEE S8 R
%H B | KE BB EERE

Consideration for which the Shares have been Allotted 4 Bt iR E

N/A
7 Details of Allottees #E SR D HFAETE
‘ No. of Shares Allotted by Class
Name, Occupation BENBRELENEEB
and Description AATESS s g mmsssss st esesn s
ﬁ%/%?@: - B s 4k Class g7 Class 353 Class 33
Y&
Ordinary

See the attached list -781,000- \

Total Shares Allotted by Class

smpnrmas, oL
Signed %4
(Name 27 (..., Molly HO Kam Lan ), Date ggg: ~ -7JUL 2008
Diroctord=t “Secretary & *

*Delete whichever does not apply B ETEBEE
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Our Ref. SHR/03/57

7" July, 2003

Head of Listing Division, : By Fax 2537 9351 &

The Stock Exchange of Hong Kong Limited, : By Hand

11/F, One International Finance Centre,
1, Harbour View Street, Central,
Hong Kong.

Attn: Ms. Anne Chapman

Dear Sirs,

Please be informed that a Directors’ meeting of this Bank will be held at 11:00 a.m. on
Friday, 1% August, 2003 for the purpose of announcing the interim results and declaring an
interim dividend for the year ending 31% December, 2003.

Yours faithfully,
For and on behalf of
THE BANK OF EAST ASIA, LIMITED

(2 % b
Chan Kay-cheung
Executive Director

KCC/MH/TT/371

The Bank of East Asia, Limited RERTERAT
10 Des Voeux Road Central, Hong Kong EF#SIBERES TR
Telephone B8 (852) 2842 3200 Facsimile {EE (852) 2845 9333 Telex EfE HX 73017
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The Bank of East Asia, Limited

(Incorporated in Hong Kong with limited liability in 1318)

INTERIM REPORT 2003

INTERIM RESULTS

03 A {_;’_}:‘ o
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The Directors of The Bank of East Asia, Limited (“BEA”) are pleased to announce the unaudited results’ of the Bank and its
subsidiaries (the “Group”)} for the six months ended 30th June, 2003. This interim financial report, which has been reviewed
by the Bank's Audit Committee, is prepared on a basis consistent with the accounting policies and methods adopted in the
2002 annual accounts except for the accounting policy change made thereafter in adopting a revised Statement of Standard
Accounting Practice (“SSAP”) issued by the Hong Konig Society of Accountants?.

A.

Consolidated Profit and Loss Account

Interest income
Interest expense

Net interest income
Non-interest income

QOperating income
Operating expenses

Operating profit before provisions
Charge for bad and doubtful debts

Operating profit after provisions

Net (loss)/profit on disposal of fixed assets

Revaluation deficit on investment properties

Impairment loss on bank premises

Net profit/(loss) on disposal of held-to-maturity debt
securities, investment securities and associates

Written back/(Provision) on held-to-maturity debt
securities, investment securities and associates

Share of profits less losses of associates

Profit for the period before taxation
Taxation?

— Hong Kong

— Qverseas

— Deferred

— Associates

Profit for the period after taxation
Minority interests

Profit attributable to shareholders

Profit for the Bank

Proposed dividends

6 months ended

& months ended

6 months ended

30/6/2003 30/6/2002 31/12/2002

Restated Restated

HK$'000 HK$'000 HK$'000
2,946,979 3,189,693 3,189,860
(1,169,966) {1,370,885) {1,356,392)
1,777,013 1,818,808 1,833,468
950,745 823,445 758,843
2,727,758 2,642,253 2,592,311
(1,326,311) (1,374,082) {1,346,779)
1,401,447 1,268,171 1,245,532
{291,211) (321,224) (489,715)
1,110,236 946,947 755,817
(6,287) 3,097 (34,264)
(19,515) — {92,257)
(80,041) — —
— 1,482 (1,026)
2,098 (2,592) (36,989)
22,695 7,525 25,131
1,029,186 956,459 616,412
{165,722) (137,408) 77,009
{18,532) (19,308) (28,594)
(40,571) (29,387) (129,966)
(167) 2,141 (11,501)
804,194 772,497 523,360
(11,692) (18,566) (7,505)
792,502 753,931 515,855
772,964 649,604 358,370
333,930 302,343 506,221
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Per share
— basic earnings®
— diluted earnings®
— cash earnings*
— dividend

Consolidated Balance Sheet

ASSETS
Cash and short-term funds

Placements with banks and other financial institutions
maturing between one and twelve months

Trade bills less provisions

Certificates of deposit held

Other investments in securities

Advances and other accounts less provisions
Held-to-maturity debt securities

Investment securities

Investments in associates

Goodwill

Fixed assets

Total Assets

LIABILITIES
Deposits and balances of banks
and other financial institutions
Deposits from customers
— Demand deposits and current accounts
— Saving deposits
— Time, call and notice deposits
Certificates of deposit issued
Convertible bonds issued
Tax and deferred tax liabilities
Other accounts and provisions

Total Liabilities

CAPITAL RESOURCES
Loan capital

Minority interests

Share capital
Reserves

Shareholders’ Funds
Total Capital Resources

Total Capital Resources and Liabilities

6 months ended’

6 months ended

6 months ended

30/6/2003 30/6/2002 31/12/2002

Restated Restated
HK$0.55 HK3$0.52 HK$0.36
HK$0.55 HK$0.52 HK$0.36
HK$0.59 HK$0.57 HK$0.41
HK$0.23 HK$0.21 HK$0.35

30/6/2003 30/6/2002 31/12/2002

Restated Restated

HK$'000 HK$'000 HK$'000
36,616,791 36,117,022 34,937,640
17,779,931 11,445,285 11,670,652
677,583 555,903 671,763
3,036,466 2,349,716 2,370,751
11,338,395 6,367,691 13,255,164
108,241,488 113,055,804 111,901,237
4,054,475 2,612,129 3,125,686
291,229 265,895 253,428
661,516 614,773 639,500
2,347,937 2,242,135 2,181,433
4,277,260 4,786,954 4,407,057
189,323,072 180,413,307 185,414,311
7,192,423 6,141,593 5,754,837
147,145,610 137,780,248 141,661,889
8,258,225 7,253,611 7,044,517
31,808,299 25,966,657 27,769,116
107,079,086 104,559,980 106,848,256
6,411,922 9,061,744 10,157,757
119,621 316,992 119,637
870,723 800,818 833,893
4,210,852 3,412,229 3,778,844
165,951,151 157,513,624 162,306,857
4,277,803 4,274,617 4,276,227
(76,759) 35,094 44,708
3,629,676 3,599,326 3,615,863
15,541,201 14,990,646 15,170,656
19,170,877 18,589,972 18,786,519
23,371,921 22,839,683 23,107,454
189,323,072 180,413,307 185,414,311
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Consolidated Summary Statement of Changes in Equity

Balance as at 1st January
— As previously reported
— Arising from adoption of SSAP 12
— Amortisation of restated goodwill
— Recognition of net deferred tax liabilities
— As restated

Recognition of net deferred tax liabilities
Release of net deferred tax liabilities

Net profit for the period
— As previously reported
— Avrising from adoption of SSAP 12
— Amortisation of restated goodwill
— Recognition of net deferred tax liabilities
— As restated
Issue of share capital
Capital fee
Dividends
Exchange and other adjustments

Balance as at 30th June

Consolidated Cash Flow Statement

OPERATING ACTIVITIES
Cash generated from/(used in) operations
Hong Kong profits tax paid
Overseas profits tax paid

interest paid on loan capital, certificates of deposit and bonds issued

NET CASH GENERATED FROM/(USED IN) OPERATING ACTIVITIES

INVESTING ACTIVITIES
Dividends received from associates
Dividends received from equity securities
Purchase of equity securities
Proceeds from sale of equity securities
Purchase of fixed assets
Proceeds from disposal of fixed assets
Proceeds from disposal of associates
Purchase of subsidiary

NET CASH USED IN INVESTING ACTIVITIES

6 months ended

6 months ended

30/6/2003 30/6/2002
Restated
HK$'000 HK$'000
18,875,039 18,247,501
(51,449) (44,174)
(37,071) (32,346)
18,786,519 18,170,981
(15,575) —
— 2,149
792,502
786,597
(3,637)
(29,029)
753,931
76,785 95,086
— (10
(506,232) (473,198)
36,878 41,033
19,170,877 18,589,972

6 months ended

6 months ended

30/6/2003 30/6/2002

HK$'000 HK$'000
6,173,072 (2,964,074)
{5,217) (10,480)
(24,413) {13,661)
{(250,539) (340,113)
5,892,903 (3,328,328)
17,288 29,227
17,009 11,868
(67,996) (1,918)
11,374 1,006
(108,048) (82,184)
44,115 17,611
— 130
(365,648) (319,823)
(451,906) (344,083)




6 months ended

6 months ended

30/6/2003 30/6/2002
HK$°000 HK$°000
FINANCING ACTIVITIES
Ordinary dividends paid (434,990) (390,079)
Issue of ordinary share capital 5,543 11,957
lssue of certificates of deposit 2,670,441 7,961,693
Redemption of certificates of deposit and convertible bonds (6,371,760) (7,487,596)

NET CASH (USED IN)/GENERATED FROM FINANCING ACTIVITIES (4,130,766) 95,975

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 1,310,231 (3,576,436)

CASH AND CASH EQUIVALENTS AT 1ST JANUARY 36,325,022 42,841,676

CASH AND CASH EQUIVALENTS AT 30TH JUNE 37,635,253 39,265,240

Notes:

() The financial information set out in this interim report does not constitute the Group's statutory accounts for the year ended 31st
December, 2002 but is derived from those accounts, nor for the period ended 30th June, 2003. The statutory accounts for the year
ended 31st December, 2002 are available from the Bank's registered office. The auditors have expressed an unqualified opinion on
those accounts in their report dated 11th February, 2003.

(2) (a) In prior years, deferred tax liabilities were provided using the liability method in respect of the taxation effect arising from all
material timing differences between the accounting and tax treatment of income and expenditure, which were expected with
reasonable probability to crystallise in the foreseeable future. Deferred tax assets were not recognised unless their reatisation
was assured beyond reasonable doubt. With effect from 1st January, 2003, in order to comply with SSAP 12 (revised) issued
by the Hong Kong Society of Accountants, the Group adopted a new policy for deferred tax.

(b) As a result of the adoption of the revised SSAP 12, the opening balance of retained earnings brought forward as at 1st
January, 2002 and 2003 have been increased by HK$98,620,000 and HK$80,523,000 respectively. This change has resulted in
an increase in deferred tax assets and deferred tax liabilities at 31st December, 2002 by HK$77,029,000 and HK$259,600,000
respectively. The profit and amount charged to equity for the year ended 31st December, 2002 have been reduced by
HK$18,592,000 and HK$69,828,000 respectively.

(3} (a) The provision for Hong Kong profits tax is calculated at 17.5% (2002: 16%) of the estimated assessable profits for the six
months ended 30th June, 2003, Taxation for branches and subsidiaries outside Hong Kong is similarly charged at the
appropriate current rates of taxation ruling in the countries in which they operate.

(b) Deferred taxation is calculated in full on temporary differences under the liability method using the appropriate current rates
of taxation ruling in countries in which they operate.

(4) (a) The calculation of basic earnings per share is based on earnings of HK$792,502,000 (six months ended 30th June, 2002
restated: HK$753,931,000) and on the weighted average of 1,448,907,082 (six months ended 30th June, 2002: 1,436,817,178)
ordinary shares outstanding during the six months ended 30th June, 2003.

(b) The calculation of diluted earnings per share is based on earnings of HK$793,473,000 (six months ended 30th June, 2002
restated: HK$756,567,000) and on 1,454,161,148 (six months ended 30th June, 2002: 1,450,294,299) ordinary shares, being
weighted average number of ardinary shares outstanding during the six months ended 30th June, 2003, adjusted for the
effects of all dilutive potential shares.

(c) The calculation of cash earnings per share is based on earnings of HK$860,837,000 (six months ended 30th june, 2002
restated: HK$816,390,000) adjusted for goodwill amortised of HK$68,335,000 (six months ended 30th June, 2002 restated:
HK$62,459,000) and on the weighted average of 1,448,907,082 (six months ended 30th June, 2002: 1,436,817,178) ordinary
shares outstanding during the six months ended 30th June, 2003, This supplementary information is considered a useful
additional indication of performance.

(5) Comparative figures for 2002 are restated to conform with the current year's presentation. The restatements for the consolidated
profit and loss account, consolidated balance sheet, capital adequacy ratic and capital base are due to the accounting policy change
made in 2003 following the revision of SSAP 12.

6 The cash rebates for mortgage loans, which were previously classified under operating expenses, were netted off against interest

income from 2003. Prior period figures are restated to conform with the current year's presentation.
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Fees and Commission Income

Included in non-interest income is net fees and commission income with separate disclosure of gross income and

expenses as follows:

Fees and commission income
Less: Fees and commission expenses

Total net fees and commission income

Operating Expenses

Pension contributions
Salary and other staff costs

Total staff costs

Premises and equipment expenses excluding depreciation:
— Rental of premises
— Maintenance, repairs and others

Total premises and equipment expenses
excluding depreciation

Depreciation on fixed assets
Amortisation of goodwill
fmpairment of goodwill

Other operating expenses
— Rebates
— Card related expenses
— Communications, stationery and printing
— Advertisement, business promotions and business trips
— Legal and professional fee
— Stamp duty and PRC* business taxes
— Administration expenses of secretarial business
— Debt securities issue expenses
— Brokerage and search fees
— Donation
— Others

Total other operating expenses
Total operating expenses

*  PRC denotes the People’s Republic of China.

6 months ended

6 months ended

6 months ended

30/6/2003 30/6/2002 31/12/2002
HK$°000 HK$'000 HK$’'000
580,473 581,698 551,597
(2,759) (2,349) (3,079)
577,714 579,349 548,518

6 months ended

6 months ended

6 months ended

30/6/2003 30/6/2002 31/12/2002
HK$'000 HK$'000 HK$'000

47,009 43,372 45,159
618,649 615,635 587,129
665,658 659,007 632,288
72,639 71,539 70,978
87,936 111,854 93,435
160,575 183,393 164,413
112,307 113,059 113,164
68,335 62,459 62,552
— — 13,350
28,409 32,799 27,855
65,490 71,426 75,948
67,586 71,255 73,464
42,341 43,599 64,909
37,550 41,866 39,529
12,438 15,902 14,723
2,895 13,630 14,209
6,146 9,827 6,452
6,741 7,228 7,239
1,347 1,467 541
48,493 47,165 36,143
319,436 356,164 361,012
1,326,311 1,374,082 1,346,779




G. Advances and Other Assets

1. Advances and Other Accounts less Provisions
30/6/2003 30/6/2002 31/12/2002
Restated Restated
HK$'000 HK$'000 HK$'000
Advances to customers 104,942,980 111,300,894 108,408,574
Advances to banks and other financial institutions 1,189,877 870,498 1,088,562
Accrued interest and other accounts 3,777,880 2,840,808 4,164,071
109,910,737 115,012,200 113,661,207
Less: Provisions for bad and doubtful debts
: — Specific 407,495 541,730 426,713
— General 1,261,753 1,414,666 1,333,257
108,241,489 113,055,804 111,901,237
_ 2. Advances to Customers — by Industry Sectors

The information concerning advances to customers by industry sectors has been classified according to the
usage of the loan and is stated gross of any provisions.

30/6/2003 30/6/2002 31/12/2002
; HK$'000 HK$'000 HK$'000
Loans for use in Hong Kong
Industrial, commercial and financial
— Property development 4,952,113 4,811,884 4,847,778
— Property investment 11,923,707 11,694,120 11,744,929
— Financial concerns 1,908,668 2,251,498 2,223,813
— Stockbrokers 130,572 96,659 104,602
— Wholesale and retail trade 1,955,738 2,115,181 2,107,598
— Manufacturing 1,363,476 1,393,245 1,459,648
— Transport and transport equipment 4,330,293 4,509,199 4,511,617
— Others 6,296,263 7,825,680 6,907,826
— Sub-total 32,860,830 34,697,466 33,907,811
f Individuals
— Loans for the purchase of flats in the Home
Ownership Scheme, Private Sector Participation
Scheme and Tenants Purchase Scheme 2,047,159 2,386,447 2,207,192
— Loans for the purchase of other residential
properties 36,716,304 43,263,844 39,930,918
— Credit card advances 1,384,054 1,945,047 1,692,322
— Others 3,204,082 3,686,556 3,333,374
— Sub-total 43,351,599 51,281,894 47,163,806
; Total loans for use in Hdng Kong 76,212,429 85,979,360 81,071,617
! Trade finance 3,166,708 3,145,345 3,272,588
Loans for use outside Hong Kong 25,563,843 22,176,189 24,064,369
Total advances to customers 104,942,980 111,300,894 108,408,574
—_6—
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Advances to Customers — by Geographical Areas

The information concerning the breakdown of the gross amount of advances to customers by countries or
geographical areas is derived according to the location of the counterparties after taking into account any
transfer of risk. In general, such transfer of risk takes place if the claims are guaranteed by a party in a country
which is different from that of the counterparty or if the claims are on an overseas branch of a bank whose

head office is located in another country.

Hong Kong

People’s Republic of China
Other Asian Countries
Others

Total

Hong Kong

People’s Republic of China
Qther Asian Countries
Others

Total

Hong Kong

People's Republic of China
Other Asian Countries
Others

Total

30/6/2003

Total advances

Non-performing

Advances
overdue for over

to customers loans three months

HK$'000 HK$'000 HK$'000
84,694,817 1,911,321 1,178,335
4,593,239 745,156 748,877
4,990,938 159,451 176,111
10,663,986 66,350 66,886
104,942,980 2,882,278 2,170,209

30/6/2002
Advances

Total advances

Non-performing

overdue for over

to customers loans three months

HK$'000 HK$'000 HK$'000
93,029,972 2,340,156 2,485,244
3,638,106 531,707 644,173
4,366,586 128,218 121,248
10,266,230 206,982 1,869
111,300,894 3,207,063 3,252,534

31/12/2002
Advances

Total advances

Non-performing

overdue for over

to customers loans three months
HK$'000 HK$'000 HK$'000
89,449,624 2,041,748 1,234,390
4,132,169 769,605 859,330
5,024,629 171,560 145,336
9,802,152 125,088 38,807
108,408,574 3,108,001 2,277,863




4. Cross-border Claims

The information of cross-border claims discloses exposures to foreign counterparties on which the ultimate risk
lies, and is derived according to the location of the counterparties after taking into account any transfer of risk.
in general, such transfer of risk takes place if the claims are guaranteed by a party in a country which is
different from that of the counterparty or if the claims are on an overseas branch of a bank whose head office is
located in another country. Only regions constituting 10% or more of the aggregate cross-border claims are

disclosed.
30/6/2003
Banks and Public
other financial sector
institutions entities Others Total
HK$'000 HK$'000 HK$'000 HK$’'000
People’s Republic of China 5,414,255 529,127 3,753,810 9,697,192
Asian countries, excluding
People’s Republic of China 13,200,385 976,714 6,089,785 20,266,884
North America 4,986,105 963,601 4,868,598 10,818,304
Western Europe 32,469,016 105,683 1,213,058 33,787,757
30/6/2002
Banks and Public
other financial sector
institutions entities Others Total
HK$°000 HK$'000 HK$'000 HK$'000
People’s Republic of China 3,350,950 445,369 3,339,957 7,136,276
Asian countries, excluding
People’s Republic of China 13,485,849 1,004,322 5,050,055 19,540,226
North America 4,811,261 82,129 3,876,815 8,770,205
Western Europe 23,755,103 10,176 588,242 24,363,521
31/12/2002
Banks and Public
other financial sector .
institutions entities Others Total
HK$'000 HK$'000 HK$'000 HK$'000
People’s Republic of China 6,022,429 560,217 3,051,859 9,634,505
Asian countries, excluding
People’s Republic of China 10,942,142 1,107,992 5,933,867 17,984,001
North America 4,375,369 3,597,083 4,234,618 12,207,070
Western Europe 25,357,870 167,455 858,420 26,383,845
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5.

Overdue, Rescheduled and Repossessed Assets

(a)

Overdue and Rescheduled Advances

30/6/2003 30/6/2002 31/12/2002
% of total % of total % of total
advances to advances to advances to

HK$'000 customers HK$'000 customers HK$'000 customers

Advances to customers
overdue for
— 6 months or less

but over 3 months 489,949 0.5 662,286 0.6 642,305 0.6

— 1 year or less but
over 6 months 550,957 0.5 690,284 0.6 391,029 .04
— Over 1 year 1,129,303 1.1 1,899,964 1.7 1,244,529 I
2,170,208 2.1 3,252,534 29 2,277,863 2.1

Rescheduled advances
to customers 655,882 0.6 181,766 0.2 624,138 0.6

Total overdue and
rescheduled advances 2,826,091 2.7 3,434,300 3.1 2,902,001 2.7

Secured overdue
advances 2,037,119 2.0 2,710,028 2.4 2,189,786 2.0

Unsecured overdue
advances 133,090 0.1 542,506 0.5 88,077 0.1

Market value of
securities held
against the secured
overdue advances 3,058,217 4,080,946 3,462,986

There were no advances to banks and other financial institutions which were overdue for over 3 months
as at 30th June, 2003, 30th June, 2002 and 31st December, 2002, nor were there any rescheduled
advances to banks and other financial institutions on these three dates.

Non-performing Advances to Customers

Non-performing advances to customers are advances on which interest is being placed in suspense or on
which interest accrual has ceased.

30/6/2003 30/6/2002 31/12/2002
% of total : % of total % of total
advances to advances to advances to

HK$'000 customers HK$'000 customers HK$'000 customers

Gross advances to

customers 2,882,278 2.75 3,207,063 2.88 3,108,001 2.87
Specific provisions 260,401 416,901 279,713
Suspended interest 560,325 598,978 559,576

There were no advances to banks and other financial institutions on which interest is being placed in
suspense or on which interest accrual has ceased as at 30th Jjune, 2003, 30th june, 2002 and 31st
December, 2002, nor were there any specific provisions made for them on these three dates.




(d)

Reconciliation

30/6/2003 30/6/2002 31/12/2002
HK$'000 HK$'000 HK$'000
Overdue advances (Note 1) 2,170,209 3,252,534 2,277,863
Rescheduled advances (Note 2) 655,882 181,766 624,138
Total overdue and rescheduled advances 2,826,091 3,434,300 2,902,001
Less: Overdue advances on which interest
is still being accrued (280,964) (387,336) (242,684)
Less: Rescheduled advances an which interest
is still being accrued (23,740 (83,074) (57,247)
Add: Non-performing loans which are not
overdue or rescheduled 360,891 243,173 505,931
Total non-performing loans 2,882,278 3,207,063 3,108,001
Notes:
1) Advances which are overdue for more than three months.
(2) Rescheduled advances which have been overdue for more than three months under the revised repayment terms are
included under overdue advances and not rescheduled advances.
Other Overdue and Rescheduled Assets
30/06/2003
Accrued Other
interest assets*
HK$'000 HK$'000
Other assets overdue for
— 6 months or less but over 3 months 3,112 29,701
— 1 year or less but over 6 months 2,594 1,165
— Qver 1 year 1,342 6,999
7,048 37,865
Rescheduled assets — —
Total other overdue and rescheduled assets 7,048 37,865




30/06/2002
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Accrued Other
interest assets*
HK$'000 HK$'000
Other assets overdue for
— 6 months or less but over 3 months 8,523 5,068
— 1 year or less but over 6 months 2,362 1,772
— Over 1 year 1,978 6,449
12,863 13,2839
Rescheduled assets — —
Total other overdue and rescheduled assets 12,863 13,289
31/12/2002
Accrued Other
interest assets™
HK$'000 HK$'000
Other assets overdue for
B — 6 months or less but over 3 months 4,029 1,275
— 1 year or less but over 6 months 1,096 9,850
— Over 1 year 1,202 6,486
6,327 17,611
0 Rescheduled assets — —
g Total other overdue and rescheduled assets 6,327 17,611
*  Other assets refer to trade bills and receivables.
(e) Repossessed Assets
30/6/2003 30/6/2002 31/12/2002
- HK$'000 HK$'000 HK$'000
‘ Repossessed properties 226,748 481,156 390,499
: Repossessed vehicles 6,645 6,090 4,990
3 -
g Total repossessed assets 233,393 487,246 395,489
; The amount represents the estimated market value of the repossessed assets as at 30th June, 2003, 30th
4 June, 2002 and 31st December, 2002.
M Segment Reporting
Segment information is presented in respect of the Group’s business segments‘.
Personal banking business includes branch operations, personal Internet banking, consumer finance, property loans
and credit card business.
Corporate banking business includes corporate lending and loan syndication, asset based lending, commercial lending,
; community lending, securities lending, trust services, mandatory provident fund business and corporate Internet banking.
i
1



Investment banking business includes treasury operations, securities broking and dealing, provision of Internet security
trading services, and asset management.

Corporate services include company secretarial services, share registration and business services, and offshore corporate
and trust services.

Other businesses include bancassurance, insurance business and property-related business.

Unallocated items mainly comprise the central management unit, bank premises, and any items which cannot be
reasonably allocated to specific business segments.

6 months ended 30/6/2003

Personal Corporate Investment Corporate Inter-segment
Banking Banking Banking Services Others Unallocated  elimination  Consolidated

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Net interest income 976,928 557,757 274,915 21 13,919 (46,527) — 1,777,013
Other operating income

from external customers 237,940 125,062 308,707 181,356 61,321 36,359 —_ 950,745
Inter-segment income — — — — — 68,055 (68,055) —
Total operating income 1,214,868 682,819 583,622 181,377 75,240 57,887 (68,055) 2,727,758

Operating profit/(loss)

before provisions 680,684 437,776 450,894 52,408 4,595 {224,910) - 1,401,447
Charge for bad and
doubtful debts (124,651) (75,741) (69,667) (4,924) (5,515) (10,713) - (291,211)

Operating profit/(loss)

after provisions 556,033 362,035 381,227 47,484 (920) (235,623) — 1,110,236
Inter-segment transactions 56,380 4,746 4,091 - — (65,217) — —
Contribution from operations 612,413 366,781 385,318 47,484 (920) (300,840) - 1,110,236

Write-back of#(increase in)
impairment loss

for the period — (2,223) — - 5,557 an — 4,305
Share of profits less losses
of associates (2,537) 13,561 (10,701) - 23,421 (1,049) - 22,695
Other income and expenses - — (2,207) - — (105,843) — (108,050)
Profit/{loss) before taxation 609,876 378,119 372,410 47,484 28,058 {406,761) — 1,029,186
Taxation - - — - - (2499 - Qu)
Minority interests — — - {11,827) 135 - - {11,692)

Profit/{loss) attributable

to shareholders 609,876 378,119 372,410 35,657 28,193 (631,753) — 792,502
Depreciation for the period {42,038) (18,685) (8,174) (3,540) (4,327) (35,543) — (112,307)
Amortisation of goodwill (16,887) (13,216} (21,040) (16,722) (470) — - (68,335}

—_12 —
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& months ended 30/6/2002 Restated

Net interest income

Other operating income
from external customers

Inter-segment income

Total operating income

Operating profit/(loss)
before provisions

Charge for bad and
doubtful debts

Operating profit/(ioss)
after provisions
Inter-segment transactions

Contribution from operations

Write-back of/(increase in)
impairment loss
for the period

Share of profits less losses
of associates

Other income and expenses

Profit/{loss) before taxation

Taxation
Minority interests

Profit/({loss) attributable
to shareholders

Depreciation for the period

Amortisation of goodwill

Personal Corporate Investment Corporate Inter-segment
Banking Banking Banking Services Others Unallocated  elimination  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
1,215,125 361,565 253,171 16 10,949 (22,018) - 1,818,808
303,122 101,967 152,557 154,921 114,353 (3,475) — 823,445
8,31 30,672 97 — - 74,267 (113,347) —
1,526,558 494,204 405,825 154,937 125,302 48,774 (113,347) 2,642,253
807,179 279,889 236,131 63,363 34,899 (153,290} - 1,268,171
(305,630) (2,622) (143) (1,061) (1,594) (10,174) - (321,224}
501,543 277,267 235,988 62,302 33,305 (163,464) — 946,947
95,198 (26,455) 3,434 — — (72177) — —
596,747 250,812 239,422 62,302 33,305 (235,641) - 946,947
— 7,161 451 — 1416 (3,985} - 5,043
206 15,199 (6,522) — (1,063) (295) — 7,525
— — (6,154) - - 3,098 - (3,056)
596,953 273,172 227,197 62,302 33,658 (236,823) — 956,459
— — - — - (183,962) - (183,962)
— — — (18,566) - - - (18,566
596,953 273,172 227,197 43,736 33,658 (420,785) — 753,931
(49,421) (14,271) (5,585) (1,895) (6,463) (35,424) — (113,059}
(19,059) (14,349) {17,735) {10,846} (470) — — (62,459)
— 13—




Deferred Tax Assets and Liabilities Recognised

The components of deferred tax assets and liabilities recognised in the consolidated balance sheet and the movements
during the period are as follows:

Depreciation Unrealised
allowances gains on FX
in excess contracts/
of related Leasing Revaluation unearned
Deferred tax arising from:  depreciation  transactions  of properties  Provisions discount Tax losses Others Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000

At 1st January, 2003 256,709 436,636 169,043 (164,620) 23,973 (92,386) 3,974 633,329
Write off against investment — (166,824) — — — — — (166,824)
Charged/(credited) to

consolidated profit and

loss account 29,793 (77) - (377) 8,169 2,148 915 40,571
Charged to reserves - - 15,575 — - - - 15,575
Exchange and other '

adjustments - - - - - 269 - 268
At 30th June, 2003 286,502 269,735 184,618 (164,997) 32,142 (89,969) 4,889 522,920
At 1st January, 2002 266,213 329,106 175,141 (168,452) 18,267 (83,684) 3,090 539,681
Additions through acguisition

of subsidiaries 400 — — — - — - 400
Write off against investment — {51,313) - — — - - (51,313)

Charged/(credited) to
consolidated profit and

loss account 26,680 1,263 - 4,744 (8,392) 4,457 635 29,387
Credited to reserves — — (1,655) — — — — (1,655)
Exchange and other

adjustments — — — — — (7,536) — (7,536)
"At 30th June, 2002 293,293 279,056 173,486 (163,708) 9,875 (86,763) 3,725 508,964

30/6/2003 30/6/2002

HK$'000 HK$'000
Net deferred tax assets recognised on the consolidated balance sheet (67,809) (80,837)
Net deferred tax liabilities recognised on the consolidated balance sheet 590,729 589,801
522,920 508,964

— 14—
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J.

Off-balance Sheet Exposures

The following is a summary of each significant class of off-balance sheet exposures:

30/6/2003 30/6/2002 31/12/2002
HK$'000 HK$'000 HK$'000

Contractual amounts of contingent liabilities

and commitments

— Direct credit substitutes 4,159,808 4,019,560 4,125,735

— Transaction-related contingencies 514,149 619,353 519,227

— Trade-related contingencies 2,358,338 2,735,211 2,152,000

— Other commitments with an original maturity of:

Under 1 year or which are unconditionally cancellable 20,682,040 21,317,430 20,615,082
1 year and over 7,633,186 7.269,070 8,416,217

— Others 57,594 —_ —
Total 35,405,115 35,960,624 35,828,261

— Aggregate credit risk weighted amount 8,171,875 8,084,833 8,559,065
Notional amounts of derivatives

— Exchange rate contracts 23,714,955 26,760,833 21,062,568

— Interest rate contracts 12,926,891 8,361,158 11,347,330

— Equity contracts 586,888 231,648 372,262
Total 37,228,734 35,353,639 32,782,160

— Aggregate credit risk weighted amount 326,358 182,712 218,951

— Aggregate replacement costs 932,254 216,380 425,196

The replacement costs and credit risk weighted amounts of the off-balance sheet exposures do not take into account

the effects of bilateral netting arrangements.

Currency Concentrations

1. The net positions in foreign currencies are disclosed when each currency constitutes 10% or more of the total

net position in all foreign currencies.

30/6/2003
HK$ Million
uso CAD GBP Others Total

Spot assets 43,998 5112 3,714 18,238 71,062
Spot liabilities (42,663) (5,146) (6,199) (20,755) (74,763)
Forward purchases 12,703 657 2,953 7,493 23,806
Forward sales (13,109) (524) (589) (4,958) (19,180)
Net long/(short) position 929 99 (2mn 18 925




30/6/2002

HK$ Million

usp CAD GBP* Others Total

Spot assets 45,173 3,339 5,649 16,601 70,762

Spot fiabilities (47,853) (4,024) (5.850) (16,932) (74,659)

Forward purchases 16,406 973 903 6,039 24,321

Forward sales (13,014) (162) (699) (5,701) (19,576)

Net long position 712 126 3 7 848

31/12/2002

HKS Million

: usD CAD GBP Others Total

Spot assets 50,001 4,049 4,838 17,278 76,166
Spot liabilities (48,381) (4,425) (6,161) (19,821) (78,788)
Forward purchases 11,731 805 1,434 6,466 20,436
Forward sales (12,830) (311 (236) (3,858) (17,235)
Net long/(short) position 521 118 (125) 65 ‘ 579

*

: The currency constitutes less than 10% of the total net position in all foreign currencies and is presented for comparative purpose
I only.

2. The net structural positions in foreign currencies are disclosed when each currency constitutes 10% or more of
the total net structural position in all foreign currencies.
i
30/6/2003
HK$ Million
usb CAD Others Total
Net structural position 1,431 220 366 2,017
B!
30/6/2002
HK$ Million
usb CAD Others Total
Net structural position 1,390 195 338 1,923
5 31/12/2002
g HK$ Million
UsD CAD* Others Total

Net structural position 1,416 188 367 1,971

>

The currency constitutes less than 10% of the total net structural position in all foreign currencies and is presented for comparative
purpose only.
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L. Capital, Capital Adequacy and Liquidity Information

Prior year adjustments resulting from change in accounting policy have been taken into account in the calculation of
Capital Adeguacy Ratio and Capital Base as at 30th June, 2002 and 31st December, 2002.

1. Capital Adequacy Ratio

A RS A

30/6/2003 30/6/2002 31/12/2002
Restated Restated
% % %
Unadjusted capital adequacy ratio 17.1 16.9 16.9
Adjusted capital adequacy ratio 17.0 16.9 16.8

The unadjusted capital adequacy ratio is computed on the consolidated basis which comprises the positions of
the Bank and all its subsidiaries as required by the Hong Kong Monetary Authority for its regulatory purposes,
and is in accordance with the Third Schedule to the Hong Kong Banking Ordinance.

The adjusted capital adequacy ratio which takes into account market risks as at the balance sheet date is
computed in accordance with the Guideline “Maintenance of Adequate Capital Against Market Risks” issued by
the Hong Kong Monetary Authority and on the same consolidated basis as for unadjusted capital adequacy

ratio.

Capital Base after Deductions

17 —

30/6/2003 30/6/2002 31/12/2002
Restated Restated
HK$'000 HK$'000 HK$'000
‘ Core capital
Paid up ordinary share capital 3,629,676 3,599,326 3,615,863
Share premium 355,427 372,036 356,210
Reserves 13,787,298 13,122,684 13,228,115
Minority interests (76,759) 35,094 44,708
3 Deduct: Goodwill (2,347,937) (2,242,135) (2,181,433)
Total core capital 15,347,705 14,887,005 15,063,463
Eligible supplementary capital
% Reserves on revaluation of land and
interests in land (at 70%) 745,173 835,507 756,077
1 General provisions for doubtful debts 1,256,804 1,410,234 1,339,533
: Term subordinated debt 4,277,803 4,274,617 4,276,227
Total eligible supplementary capital 6,279,780 6,520,358 6,371,837
j Total capital base before deductions 21,627,485 21,407,363 21,435,300
i Deductions from total capital base (971,491) (934,389) (953,797)
Total capital base after deductions 20,655,994 20,472,974 20,481,503




Reserves

30/6/2003 30/6/2002 31/12/2002
Restated Restated

HK$'000 HK$'000 HK$ 000
Share premium 355,427 372,036 356,210
General reserve 11,725,166 11,515,206 11,623,411
Revaluation reserve on bank premises 1,064,534 1,079,221 1,080,109
Revaluation reserve on investment properties — 114,362 —
Exchange revaluation reserve 18,971 (13,506) (17,905)
Other reserves 53,969 91,187 91,968
Retained profits 2,323,134 1,832,140 2,036,863
Total 15,541,201 14,990,646 15,170,656
Proposed dividends, not provided for 333,930 302,343 506,221

4. Liquidity Ratio

6 months ended 6 months ended The year ended

30/6/2003 30/6/2002 31/12/2002
% % %
Average liquidity ratio for the period 46.0 46.4 46.1

The average liquidity ratio for the period is the simple average of each calendar month’s average liquidity ratio,
which is computed on the consolidated basis as required by the Hong Kong Monetary Authority for its regulatory
purposes, and is in accordance with the Fourth Schedule to the Hong Kong Banking Ordinance.

M. Statement of Compliance
The interim Report has fully complied with the module set out in the Supervisory Policy Manual “Interim Financial
Disclosure by Locally Incorporated Authorized Institutions” issued by the Hong Kong Monetary Authority on 8th
November, 2002 and the revised SSAP 25 “Interim Financial Reporting” issued by the Hong Kong Society of Accountants
in December 2001.

INTERIM DIVIDEND

The Directors are pleased to declare an interim dividend of HK$0.23 (2002: HK$0.21) per share for the period ended 30th
June, 2003. The interim dividend will be paid in cash with an option to receive new, fully paid shares in lieu of cash, to
shareholders whose names are on the Register of Members at the close of business on Wednesday, 27th August, 2003.
Details of the scrip dividend and the election form will be sent to shareholders on or about Wednesday, 27th August, 2003.
The scrip dividend scheme is conditional upon the Listing Committee of The Stock Exchange of Hong Kong Limited granting
the listing of and permission to deal in the new shares to be issued under the scrip dividend scheme. The dividend warrants
and the share certificates for the scrip dividend will be sent to shareholders by ordinary mail on or about Thursday, 18th
September, 2003.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from Monday, 25th August, 2003 to Wednesday, 27th August, 2003. In order to
qualify for the above interim dividend, all transfer documents should be lodged for registration with Standard Registrars
Limited, G/F., Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong, by 4:00 p.m. on Friday,
22nd August, 2003.

— 18—
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FINANCIAL REVIEW

Financial Performance

In this announcement of the 2003 interim financial results, prior period adjustments have been made in respect of the
accounting policy changes this year, following the adoption of the revised accounting standard, HKSSAP 12 — Income Taxes.

The outbreak of Severe Acute Respiratory Syndrome (SARS) in March 2003 in Hong Kong seriously affected the economy,
especially retail sales, tourism and catering. As a result, the unemployment situation worsened and the consumer credit
market further weakened. With continued downward pressure on interest rates, competition within the banking sector
remained fierce. Despite this difficult operating environment, in the first six months of 2003 BEA Group achieved a profit
attributable to shareholders of HK$793 million, representing an increase of HK$39 million, or 5.1%, over that of HK$754
million for the corresponding period in 2002. The result was also HK$277 million, or 53.6%, above the HK$516 million
recorded in the second half of 2002. Basic earnings per share were HK$0.55. Return on average assets and return on average
equity were 0.9% and 8.4% respectively.

BEA’s net interest income decreased by HK$42 million or 2.3% from HK$1,819 million in the first half of 2002 to HK$1,777
million in the first half of 2003. Net interest margin declined t0 2.01%.

Non-interest income continued to perform well, increasing by 15.5% from HK$823 million in the first half of 2002 to HK$951
million over the corresponding period in 2003. The upsurge was mainly attributable to an increase in profits on investments in
securities. Total operating income grew by 3.2% to HK$2,728 million.

Total operating expenses decreased slightly by 3.5% over the corresponding figure for 2002 to HK$1,327 million, a result of
BEA's determination to reducing operating costs. Hence, the cost to income ratio dropped from 52.0% in 2002 to 48.6% in
2003. It is expected that the cost to income ratio will continue to drop, reflecting the rationalisation measures put in place
following the merger of a number of units in recent years.

Operating profit before provisions recorded an increase of 10.5% from HK$1,268 million in the first six months of 2002 to
HK$1,401 million in the corresponding period for 2003. The figure also represents an increase of 12.5% over the HK$1,246
milion recerded in the second half of 2002, demonstrating strong performance in BEA's core banking business.

BEA's asset quality continued to improve, in line with precautionary measures undertaken by the Bank to minimise the
potential for loss in the current economic situation. As a result, the charge for bad and doubtful debts decreased by 9.3%
from HK$321 miilion in the first six months of 2002 to HK$291 million in the corresponding period for 2003. The result also
reflects a decrease of 40.5% from the charge of HK$490 million in the second half of 2002. Non-performing loans dropped
from 2.9% of total loans at the end of June and December 2002, to 2.8% at the end of June 2003.

As a result of the increase in operating profit before provisions and the decrease in the charge for bad and doubtful debts,
BEA's operating profit after provisions recorded double digit growth, rising 17.2% to HK$1,110 million.

In line with the downward trend in property prices, the value of BEA's investment properties and bank premises recorded a
decline amounting to HK$20 million and HK$80 million respectively. ‘

In the first six months of 2003, BEA shared a pre-tax profit less losses from associates of HK$23 million, as compared with
HK$7 million in the same period in 2002.

Minority interests decreased by HK$7 million to HK$11 million. With the increase in pretax profits and in the profits tax rate,
and the adoption of revised SSAP 12, taxation increased by 22.3% to HK$225 million. Net profit attributable to shareholders
for the first half of 2003 was HK$793 million.

Financial Position

As at 30th June, 2003, total consolidated assets were HK$189,323 million, of which 55.4%, or HK$104,943 million, were
advances to customers. Customer deposits were HK$147,146 million. With HK$4,278 million loan capital, total capital
resources increased by 1.1% from HK$23,107 million at the end of 2002 to HK$23,372 million.

in the first half of 2003, BEA issued certificates of deposit with a value of HK$2,000 million and discounted certificates of
deposit totalling AUD68 million and NZD74 million, respectively. The Bank redeemed certificates of deposit amounting to
US$535 million and HK$2,135 million upon maturity, and repurchased a quantity of its own certificates of deposit amounting
to HK$65 million equivalent.
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At the end of June 2003, the face value of the outstanding debt portfolio was HK$6,755 million, with the carrying amount
equal to HK$6,532 million.

After taking into account all debt instruments issued, the loan-to-deposit ratio was 68.3% being 7.3% lower than the 75.6%
reported at the end of june 2002.

Maturity Profile of Debts Issued
(All expressed in millions of dollars)

Total Year of Maturity
Currency Face Value 2003 2004 2006 2007
Floating Rate
Certificates of Deposit
Issued in 2001 HKD 1,000 1,000
Issued in 2002 HKD 1,061 1,061
fssued in 2002 usD 25 25
Issued in 2003 HKD 2,000 2,000
Total HKD 4,061 1,000 3,061
Total ushD 25 25
Fixed Rate
Certificates of Deposit
Issued in 1999 HKD 100 100
Discounted
Certificates of Deposit
Issued in 2002 HKD 510 510
Issued in 2002 usb 90 90
Issued in 2003 AUD 66 66
Issued in 2003 NZD 73 73
Convertible Bonds
Issued in 1996 uspo 15 15
Retail Callable
Certificates of Deposit
Issued in 2002 HKD 397 397

Total Debts issued in HKD equivalent 6,755 1,314 3,161 1,184 1,096

Risk Management

Risk management is an essential element of banking. The Group has in place a comprehensive risk management system to
identify, measure, monitor and control the various types of risk which the Group faces and, where appropriate, to allocate
capital against those risks. The risk management policies of the Group are reviewed regularly by the Management, related
specialised committees and/or the Risk Management Committee, and have been approved by the Board of Directors. The
internal auditors also perform reguiar audits on business units to check compliance with policies and procedures. The Group
has also established an Investment Committee to plan the Group's investment strategies and to monitor the performance and
compliance of investment activities.

(a) Credit Risk Management
Credit risk arises from the possibility that a customer or counterparty in a transaction may default. it arises from the

lending and treasury activities. To oversee the Group's credit risk management independently of the business units, the
Board of Directors has delegated authority to a Credit Committee.
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(b)

The Credit Committee deals with all credit risk related issues of the Bank Group, including: formulation of credit
policies, credit approval, assurance of compliance with regulatory requirements and monitoring of asset quality.

In evaluating the credit risk of customers or counterparties, financial strength and repayment ability are the primary
considerations. Credit risk may, however, be mitigated by obtaining collaterals from the customers or counterparties. In
addition, the potential for concentration of risks is monitored by adopting proper control measures, such as setting
limits on large exposures in relation to the Bank's capital base.

In this connection, comprehensive guidelines to manage credit risk have been laid down in the Group's Credit Manual,
stipulating the delegated lending authorities, credit extension criteria, credit monitoring process, 10-grade loan
classification system, credit recovery and provisioning policy.

The Group’s Credit Manual is regularly reviewed and approved by the Credit Committee to ensure the robustness of
credit risk management policies and systems.

Liquidity Risk and Market Risk Management

The Asset and Liability Management Committee is authorised by the Board of Directors to manage the assets and
liabilities of the Bank Group. The function of the Asset and Liability Management Committee is to oversee the Group’s
operations relating to interest rate risk, liquidity risk and market risk.

(M Liquidity Risk Management

Liquidity risk is the risk that the Group cannot meet its current obligations. To manage liquidity risk, the Group
has established a liquidity risk management policy, which is reviewed by the Risk Management Committee and
approved by the Board of Directors. The Group measures the liquidity of the Group through the statutory
liquidity ratio, the loan-to-deposit ratio and the maturity mismatch portfolic.

The Asset and Liability Management Committee closely monitors the liquidity of the Group on a daily basis to
ensure that the liquidity structure of the Group’s assets, liabilities and commitments are sufficient for its funding
needs and that the Group is always in compliance with the statutory liquidity ratio. The Group’s average
liquidity ratio was 46.0% for the first half of 2003, which was well above the statutory minimum ratio of 25%.

Adequate standby facilities are maintained to provide strategic liquidity to meet unexpected, material cash
outflows in the ordinary course of business.

(2)  Market Risk Management

Market risk is the risk arising from the net effect of changes in market rates and prices on the Group's assets,
liabilities and commitments, thus causing profits or losses. These may include interest rates, foreign exchange
rates, equity and commodity prices.

The Group’s market risk originates from its holdings in the trading books of foreign exchange, debt securities,
equities and derivatives, which are valued at current market prices (mark-to-market basis), and from its investment
and banking activities in financial assets and liabilities, which are valued at cost plus any accrued interest
(accrual basis), together with securities classified as other investments, which are measured at fair value in the
batance sheet. The Group's trading activities on derivative instruments mainly arise from the execution of trade
orders from customers and positions taken in order to hedge other elements of the trading books. The Group
has established a market risk management policy that incorporates guidelines, procedures and control measures
to monitor its market risk exposures.

Financial derivatives are instruments that derive their value from the performance of underlying assets, interest
or currency exchange rates, or indices. The Group principally uses financial derivative instruments as investment
alternatives or to manage foreign exchange, interest rate or equity risk, and is a limited end-user of such
instruments. Guidelines on participating in derivatives activities are stated in the Group's market risk management
policy. The Group’s major trading activities in derivative instruments involve exchange-traded HIBOR Futures
contracts and over-the-counter transacted currency options. Other over-the-counter transacted foreign exchange
forwards, interest rate swaps and option contracts are mainly employed to hedge the interest rate risk and
option risk of the banking book.
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The Group's market risk exposures in different activities are measured and monitored on the basis of principal
(or notional) amount, outstanding position and stop-loss limits, and are controlled within established limits
reviewed and approved by the Asset and Liability Management Committee for each business unit, business type
and in aggregate. Independent middle and back offices monitor the risk exposure of trading activities against
approved limits on a daily basis. The Group’s market risk exposures are reviewed by the Asset and Liability
Management Committee and reported to the Board of Directors on a regular basis, while exceptions to limits
are reported when they occur.

The Group quantifies the market risk of the underlying trading portfolio by means of value-at-risk (“VaR”). VaR
is a statistical estimate which measures the potential losses in market value of a portfolio as a result of
unfavourable movements in market rates and prices, if positions are held unchanged in a certain horizon time
period. The Group’s VaR is calculated using historical movements in market rates and prices, a 99% confidence
level and a one-day holding period, and takes into account correlations between different markets and rates.

Prior to 2002, VaR has been calculated to a 95% confidence level. From the beginning of 2002, VaR is
calculated at a 99% confidence level. This change has been made to facilitate consistency with the regulatory
guidance in confidence level to measure market risk.

The VaR for the Group’s market risk-related treasury trading portfolio as at 30th June, 2003 was HK$2.89
million (HK$2.99 million at 31st December, 2002). The average daily revenue earned from the Group’s market
risk-related treasury trading activities for the first half of 2003 was HK$0.53 million (HK$0.42 million for the
first half of 2002). The standard deviation of these daily revenues was HK$0.42 million (HK$0.34 million for the
first half of 2002).

Daily distribution of market risk-related treasury trading revenues — first half of 2003
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Daily distribution of market risk-related treasury trading revenues — first half of 2002
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An analysis of daily distribution of the Group’s market risk-related treasury trading revenues for the first half of
2003 (comparing with the first half of 2002) is provided above. This shows that 4 out of 121 days (2002: 7 out
of 120 days) are in loss positions. The most frequent result was daily revenue of between HK$0.25 million and
HK$0.5 million, with 48 occurrences (2002: same band with 37 occurrences). The maximum daily loss was
HK$0.89 million (2002: HK$0.91 million) and the next maximum daily loss was HK$0.22 million (2002: HK$0.64
million). The highest daily revenue was HK$3.17 million {2002: HK$1.44 miflion).

i

(i)

Foreign exchange exposure

The Group's foreign exchange risk exposure arises from foreign exchange dealing, commercial banking
operations and structural foreign currency positions. All foreign exchange positions are managed by the
Treasury units of the Group within limits approved by the Asset and Liability Management Committee.

The VaR related to foreign exchange dealing positions at 30th June, 2003 was HK$0.29 million (HK$0.20
million at 31st December, 2002). The average daily foreign exchange dealing profit for the first half of
2003 was HK$0.47 million (HK$0.40 million for the first half of 2002).

Foreign exchange positions which arise mainly from foreign currency investments in the Group's branches,
subsidiaries and associates are excluded from VaR measurements, as related gains or losses are taken to
reserves. Such foreign currency positions are managed with the principal objective of ensuring that the
Group's reserves are protected from exchange rate fluctuation.

Interest rate exposure

The Group's interest rate exposure arises from treasury and commercial banking activities where interest
rate risk is inherent in both trading and non-trading portfolios. All trading positions are managed by the
Treasury units of the Group within limits approved by the Asset and Liability Management Committee.
For the non-trading portfolio, interest rate risk primarily arises from the timing differences in the repricing
of interest-bearing assets, liabilities and commitments and the maturities of certain fixed rate assets and
liabilities. The interest rate risk of the non-trading portfolio is also monitored by the Group’s Asset and
Liability Management Committee.

The VaR related to interest rate exposure due to debt securities and derivatives trading positions, excluding
foreign exchange forwards and options, at 30th June, 2003 was HK$2.73 million (HK$2.88 million at
31st December, 2002). The average daily profit due to these activities for the first half of 2003 was
HK$0.05 million (HK$0.02 million for the first half of 2002).
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(i) Equities exposure

The Group’s equities exposure comprises trading equities and long-term equities investments. The Group's
Investment Committee regularly reviews and monitors the equities dealing activities. The VaR on equities
trading positions as at 30th June, 2003 was HK$3.76 million (HK$3.57 million at 31st December, 2002).

(© Capital Management
The Group's policy is to maintain a strong capital base to support the development of the Group’'s business and to
meet the statutory capital adequacy ratio. Both the Group’s adjusted capital adequacy ratio incorporating market risk
of 17.0% and the unadjusted ratio of 17.1% as at 30th June, 2003 were well above the statutory minimum ratio.
Capital is allocated to the various activities of BEA Group depending on the risk taken on by each business division.
Where the subsidiaries or branches are directly regulated by the appropriate regulators, they are required to maintain a

minimum capital according to rules of those regulatory authorities.

OPERATIONS REVIEW

Improvement To Operations
Integration and Merger Exercise

The Bank completed the merger of its two subsidiaries East Asia Finance Company, Limited (“EAF”) and East Asia Credit
Company Limited (“EAC™) on 26th May, 2003.

EAF and EAC were founded in 1969 and 1985, respectively. Both companies extended credit facilities to customers, primarily
in consumer lending and equipment finance.

The merger of the two companies will give the customers of EAF and EAC access to the wider range of banking and financial
services offered by the BEA Group in Hong Kong, China and overseas. The merger also allows BEA to enjoy greater economies
of scale and to operate more efficiently. Earlier this year, all EAF and EAC customers were duly notified of the arrangements
BEA had put in place to ensure smooth transfer of all business to the parent company.

Personal Banking

Branch Distribution

To assist ongoing efforts to increase the sale of bank products through the branch network, management has embarked on a
programme of branch renewal. The new design concept projects a modern image for the Bank, and enlarges the sales area in
the banking hall so as to enable sales staff to serve customers more efficiently. More branches will be renovated to the new
standard by phases in the coming years.

Rationalisation of the branch network, with the aim of building up an effective branch network, is an ongoing process.

* InJune 2003, Parkes Street Branch was relocated to Peking Road and renamed One Peking Branch.

s In the second half of the year, Tai Hang Sai Branch, Sheung Wan Branch, Causeway Road Branch and Tsuen Wan
Market Street Branch will be closed and merged with nearby branches with better locations.

* The High Net Worth Centre, renovated to the new design standard and incorporating a SupremeGold Centre, will be
moved to 21/F of the same building in July and renamed BEA Harbour View Centre Branch.

Following the successful launch of the first SupremeGold Centre at Tsim Sha Tsui Branch in December last year, additional
SupremeGold Centres have since opened at:

* Mongkok Branch in January
* One Peking Branch and Kwun Tong Branch in June.

With 11 more centres to be opened in the third and the fourth quarters, a total of 15 SupremeGold Centres will be in
operation by the end of 2003.
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To further enhance branch service, a new branch service quality programme was implemented from July. A customer satisfaction
survey will be conducted to measure progress by the end of the year.

Cyberbanking

With the disruption to normal activities caused by SARS, the Bank recorded strong growth in demand for its Internet banking
service. There are now more than 230,000 Cyberbanking users, and average daily transactions reached a record high of more
than 90,000 in the first half of 2003. During the period, BEA launched a series of value added on-fine services: CyberShopping;
Retail Bonds & Initial Public Offer services; “Cybertrading — Stock” service for SupremeGold members; and Direct Fund
Transfer to BEA China Account for both individual and corporate Cyberbanking customers. Moreover, Cyberbanking was
extended to cover Automatic Teller Machine card service with the issuance of the “Cyberbanking Card”, offering a total “all-
in-one” experience to BEA customers.

Customer Relationship Management System

Wwith the successful implementation of Phase 2 of the Customer Relative Value model, the Bank is now able to carry out
detailed segmentation analysis, and can make use of the analytical results to carry out effective marketing campaigns and
new product development.

The Bank has now embarked on Phase 3, enabling more products to be included into the “relative value” measurement of
profitability analysis.

Property Loans

The outbreak of SARS pushed the already stuggish property market into further decline, impacting the local mortgage loan
market. Responding to the difficult business environment and intensified market competition, BEA employed a segment
marketing strategy and tailored new products to target niche markets with potential for higher returns. For example, the
SupremeGold Mortgage Plan was launched in April to appeal to high net worth mortgage customers, to whom a range of
bank products such as insurance and investment products could be cross-sold. In addition, BEA stepped up its efforts to form
business alliances with various business partners, such as land developers, solicitors and real estate agents, to provide a
comprehensive, one-stop mortgage service to customers.

Regarding management of loan quality, BEA has strengthened collection and taken preventive measures to reduce the
occurrence of bad debt and provisioning amid the continuous fall in property prices.

Consumer Loans

Despite the continued rise in both jobless rates and personal bankruptcies, BEA is maintaining good asset quality through a
prudent credit underwriting policy. In addition, the Bank has successfully initiated interest-free instalment programmes with a
number of reputable merchants in order to build relationships with guality customers with genuine financial needs.

Credit Cards
The Bank's risk management efforts have been effective in reigning in the credit card charge-off ratio. With positive customer

data sharing now being implemented in phases, an improvement in the bad debt situation of the Bank and the industry as a
whole is expected.

As an integral part of the Bank's customer relationship management strategy, Platinum/Gold Cards are offered to the Bank's
SupremeGold members. A number of new marketing programmes, including lucky draws, spending rewards and priority
booking schemes, were launched during the period to increase card usage. Despite the drop in consumer spending during the
SARS outbreak, the marketing programmes were well received.

In order to better utilise resources and reduce expenses, selected back office functions of the Card Centre have been
relocated to the Guangzhou Operating Centre.

Bancassurance

The Children Education Fund Sponsorship Programme was held for a third year in May 2003. The theme this year was “BB
Competition”, and three winning families each was awarded an Education Insurance policy valued at HK$50,000.
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The EnsurPro Lucky Draw campaign was concluded with a Grand Lucky Draw Presentation on 29th May, 2003. The campaign
kicked off last September with the aim of reinforcing brand awareness, enhancing customer relations and boosting sales.

A new promotion for the complete range of Blue Cross medical insurance products has been made available at all BEA
branches in Hong Kong since the beginning of the year.

Blue Cross
APCSC Award for 1M

In recognition of the breakthrough represented by the Company’s newly launched Intelligent Insurance Machine (“IIM”™), the
Asia Pacific Customer Service Consortium awarded Blue Cross its Innovative Technology Award for the Year 2002. The state-
of-the-art IIM is an electronic kiosk that allows travellers to purchase Blue Cross China Travel Accident Insurance instantly at
most KCRC East Rail stations.

Superbrand
In January, Blue Cross was selected as one of the 134 Superbrands in Hong Kong.

These awards recognise the Company’s ongoing commitment to be the preferred insurer in Hong Kong, and in particular its
leading role in travel insurance.

Shanghai Representative Office

The Company obtained approval from the China Insurance Regulatory Commission to establish a Shanghai Representative
Office, which was subsequently set up in March.

Business Results

Blue Cross outperformed plan by 5% over the period, with a growth of 20% in premium income for the first half year.
Corporate Banking

Corporate Lending and Syndication

BEA has always maintained a strong position in the local syndication and corporate lending market by actively arranging and
underwriting syndicated deals for large corporate customers. In the midst of the prevailing shrinking interest margins, BEA has
also been taking pro-active approach in soliciting businesses from high guality medium-sized companies, so as to broaden its
clientele and income base.

Notwithstanding the stagnant syndicated loan market, which was exacerbated by the SARS outbreak, BEA maintained an
active market presence in the first half of 2003. The Bank assumed the roles of Co-Arrangers and Lead Managers for
numerous deals, including a HK$8,000 million syndicated loan facility to Sun Hung Kai Properties and a HK$850 million
syndicated {oan facility to Kingboard Chemical Holdings Limited. Furthermore, BEA took up the role of facility agent, security
agent or account bank for several additional syndicated loans, reflecting the Bank's renewed emphasis on non-interest
income.

In future, BEA will continue to improve its bottom line by providing high quality tailor-made products for customers. In
particular, the Bank will seek to expand its exposure to well-managed medium-sized companies by arranging corporate loans
and/or syndicated facilities to meet their specific funding needs.

Commercial Lending

The gloomy economic conditions and the outbreak of SARS during the first half of 2003 had a severe negative impact on
trade finance business in Hong Kong. To cope with the critical business environment brought about by the SARS, BEA has
adopted more flexible credit policies for affected corporate customers. To meet changing financing needs and provide
working capital finance, a new product, Export Loan Financing, was launched. To attract more business, the Bank will
continue to launch and promote other new products to corporate customers and to seek niche markets with potential for
better returns.
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Community Lending

BEA has further extended its support to small and medium size enterprises (“SMEs™) through active participation in the
enhanced SME Loan Guarantee Scheme launched by the Trade & Industry Department of the Hong Kong Government. The
revised Scheme offers enhanced flexibility, adding working capital loans and account receivable finance to the categories
eligible for assistance under the scheme. Following the outbreak of SARS, BEA acted swiftly to support the SARS Relief Fund
Loan Guarantee Scheme. The Bank took an active role in the working group formed to formulate immediate relief measures
for SARS affected industries.

To assist SMEs to better understand and assess their business performance, BEA is involved in the expert panel for the
development of the Enterprise Performance Alert interactive tool, currently undertaken by the Hong Kong Productivity
Council.

Asset Based Finance

The equipment finance portfolio recorded double-digit growth as a result of increased marketing efforts targeted at SMEs.
The achievement was attributed to successful partnerships with machine dealers and active participation in the Government's
SME Loan Guarantee Scheme. Despite the adverse changes in the taxi industry, BEA remained one of the major lenders in the
field. BEA is well positioned for further growth in the asset based finance market.

Securities Lending

BEA has continued its efforts to promote its lending products and services to customers in the local securities market, and an
improvement in loans outstanding to this sector has been achieved. Furthermore, BEA successfully completed one Receiving
Bank project in June 2003 and is likely to participate in several additional Receiving Bank projects in the second half of the
year. Stagging loans, for subscription to new shares at Initial Public Offerings, will continue to be one of the target products
to be promoted throughout the year.

Bank of East Asia (Trustees) Limited
Trust Service

in the first half of the year, the Company successfully provided its custodian service to the maintenance funds of 11
tncorporated Owners of Estates under the Tenant Purchase Schemes of the Hong Kong Housing Authority, with a total asset
size of HK$560 million.

The Company was also appointed as trustee to BEA Capital Growth Fund, an Approved Pooled Investment Fund under the
MPF Schemes Ordinance. in April 2003, BEA Asia Strategic Growth Fund, a sub-fund of BEA Capital Growth Fund, was
launched to provide more diversified investment options for the MPF Schemes.

Mandatory Provident Fund

Although the local job market suffered from the siuggish economy and SARS in the first half of 2003, BEA still recorded
growth in membership of its MPF Master Trust Scheme and Industry Scheme during the period. With a view to providing
better customer-focused services, a large-scale customer satisfaction survey was conducted at the beginning of the year.

Corporate Cyberbanking

Over 6,700 corporate customers have registered with BEA’s Corporate Cyberbanking service since its launch in July 2001. An
innovative real-time Funds Transfer to China service was introduced in May 2003. This new service enables customers to
conduct real-time funds transfer from a local BEA account to any BEA account in China, a significant enhancement for
corporate customers who have business operations in Hong Kong and the Mainland.

Business Development
BEA has deepened its strategic alliances with The Chinese Manufacturers Association of Hong Kong and Hong Kong Trade
Development Council, assisting local enterprises to expand their business in Hong Kong and the Mainland. The Bank also

sponsored the SME Ambassador Programme organised by The Hong Kong Article Numbering Association, with the aim of
enhancing the overall competitiveness of SMEs in the consumer goods, retail and wholesale sectors.
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To bring up-to-date market information to corporate customers, BEA organised a forum under the banner “Sharing of Success
in China” in June 2003. Three renowned business leaders shared their success staries in China with BEA customers. The Bank
also participated in the SME Market Day organised by the Hong Kong Trade Development Councit.

Investment Services
East Asia Securities Company Limited — Cybertrading Service

Strong growth in the number of Cybertrading accounts continued throughout the first half of 2003, rising 32% over the
same period last year. All new and existing clients enjoy online stock trading through a number of electronic trading channels,
including the Internet, and telephone or mobile phone through the Bank's Interactive Voice Recognition System (“IVRS”). As
of 30th June, 2003, more than 38% of securities clients had subscribed to the Internet Trading Service.

in response to the abolition of the minimum brokerage commission rate effective April 2003 and in line with the market, East
Asia Securities Company Limited (”East Asia Securities”) has lowered its standard brokerage commission rate for telephone
call-in orders as well as orders placed over the counter.

East Asia Securities has instituted various incentive schemes, including a significantly lower commission rate and minimum
commission rate per trade, to encourage its clients to execute trades via its user-friendly electronic trading platform. The
schemes have generated strong positive response from clients and reaped satisfactory results. Currently, the volume of
transactions executed via the Cybertrading System, expressed as a percentage of totaf turnover, accounts for some 57% and
35% in terms of number of trades and transactions volume, respectively.

As part of continuing efforts to upgrade the Cybertrading service, in the second haif of 2003 East Asia Securities will
introduce the “Snapshot” real-time stock price quotation service over the Internet. This offers a similar level of service to the
existing “Streaming” real-time stock price quotes service, but at a much lower cost. In addition, East Asia Securities will also
further enhance its IVRS Trading System in the second half of 2003.

Currency/indices/Equity Linked Deposit Services

As part of the Bank's strategy to further expand its wealth management services, the Bank has been offering selected
customers equity linked deposits and currency linked deposits as an alternative investment products. Subject to each customer’s
investment objective and market view, linked deposits aim to offer customers a potentially higher return than traditional time
deposits under the current fow interest rate environment.

For the first six months of 2003, the linked deposit portfolio and related fee income have both registered more than a two-
fold increase when compared with the corresponding period last year. With a view to catering for the increased demand from
the mass affluent market, the Bank plans to lower the minimum investment amount for linked deposit products, and to offer
linked deposit products through its Cyberbanking platform in the third quarter of 2003.

Guaranteed Funds

With volatile giobal stock markets and the low interest rate environment, in the first half of 2003 the Bank continued to offer
its customers 100% capital guaranteed investment products. In February 2003, the Bank successfully launched two guaranteed
funds, namely the BEA AUD Capital Guaranteed Coupon Fund and the BEA NZD Capital Guaranteed Coupon Fund. More than
HK$600 million equivalent was received in subscriptions for the two funds combined. The successful launch of the two funds
has helped further improve the fee-based income of the Bank.

In mid June 2003, the Bank launched a further 100% capital guaranteed fund — BEA Equity & FX Markets Capital Guaranteed
Coupon Fund. This closed for subscription on 15th July, 2003, following an encouraging response from customers. This 100%
capital guaranteed fund aims to achieve capital appreciation by participating in the performance of the S&P 500 Index and
strength of the Australian dollar against the United States Dollar.
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Corporate Services
Business, Corporate and Investor Services

Group member Tricor Holdings Limited (“Tricor”) is the market leader in terms of both scope and scale of business in
corporate and investor services. During the first six months of the year, Tricor and its domestic and international clientele have
faced the challenges arising from the war in Irag, the SARS outbreak and the unfavourable economic climate. This has led to a
decline in Tricor’s business servicing inward investment intc Hong Kong/Greater China. Furthermore, some clients have
postponed their initial public offerings in Hong Kong. There has also been pressure on fees from clients suffering as a result
of local economic malaise. With these incidents now in the past, Tricor service lines will pick up gradually in the second half
of the year.

In January 2003, Tricor acquired the business and corporate services practice of PricewaterhouseCoopers in Hong Kong, thus
further strengthening its leading position in these specialised businesses.

Offshore Corporate and Trust Services

BEA offers a full range of offshore corporate and trust services through its wholly-owned subsidiary, East Asia Corporate
Services (BVI) Limited and its associate, East Asia International Trustees Limited, both of which are located in the British Virgin
Islands (“BV!”). These companies have engaged legally qualified and experienced staff in the BVI, who are assisted by Group
staff in Hong Kong.

China Division

BEA Beijing Branch commenced business on 28th February, 2003. At present, BEA has a total of 16 outlets in China, providing
a wide range of quality banking services to its growing customer base on the Mainiand.

To further expand its branch network, BEA has obtained preliminary approval from the People’s Bank of China (“PBOC”) to
establish a sub-branch in Gubei, Shanghai. It is expected that the Sub-branch will be in operation by the end of this year.

In 2002, all BEA branches in China obtained licences to provide full foreign currency services to all categories of customers.
From May 2003, BEA branches in China have begun to receive approval from PBOC to offer Renminbi/foreign currency
exchange to local Chinese residents. in line with the WTO timeline for market liberalisation, BEA has submitted applications
for Renminbi business licences for its Guangzhou and Zhuhai Branches. BEA’s Guangzhou Branch has already obtained
approval from PBOC in this regard.

The outbreak of SARS on the Mainland inevitably affected BEA’s operations. The branches took the opportunity to review
their operations and customer portfolio, with the objective of improving operational efficiency and the allocation of resources
for future business development.

Overseas Operations

The Bank constantly monitors and reviews the global economy, and adjusts its international business strategy accordingly.
During this reporting period, the Bank closed its Representative Offices in Ho Chi Minh City, Vietnam, and Manila, the
Philippines.

On the other hand, expansion in the USA is continuing, through the Bank's wholly-owned banking subsidiary, The Bank of
East Asia (USA) NA. A Regional Administrative Office has been established in New York to manage BEA's growing presence in

New York and California.

Human Resources

The BEA Group employees at the end of June 2003:

Hong Kong 4,090
Other Greater China 89
Qverseas 374
Total 5,355
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During the first half of 2003, the Human Resources Division manitored and further modified the standardised personnel
policies implemented last year. The outbreak of SARS in late March tested the Bank’'s employee care and support policy, and
proved it to be robust and capable. To meet the changing needs of staff training and development at different levels, the
quality of in-house training programmes was enhanced so as to equip staff members with the necessary skills for meeting the
new business challenges ahead.

Strategy And Future Prospects

The Bank continued to pursue its growth strategy in the first half of 2003. With the successful implementation of the new
corporate identity last year, and the launch of a broad promotion programme at the branch level for retail financial products
and services, the Bank attracted market attention to its strategy of offering effective one-stop financial services.

The Bank has maintained its franchise and competitive position in the industry, through careful planning of products and
services in line with customer expectations. These have become more sophisticated in recent years, with the poor performance
of traditional investment vehicles. The Bank has successfully developed new income streams and developed market opportunities.

Following its acquisition of a majority stake in Tengis Limited in 2002, the Bank acquired PricewaterhouseCoopers’ company
secretarial and client accounting businesses in Hong Kong in early 2003. This has further strengthened the Bank's position as
the largest provider of business and corporate services and corporate secretarial services in Hong Kong. This line of business
has now been consolidated under a subsidiary arm named Tricor Holdings Limited.

The Bank will also continue to develop its wealth management business, under the banner of SupremeGold, targeting middle
and upper-middle income families.

In face of the current difficult economic and operating environment, the Bank will strive to streamline and improve its
operating efficiencies, in order to optimise the value of its resources and to control costs. To achieve this objective, the Bank
has taken a number of initiatives including branch rationalisation, shifting of back-office operations to Mainland China, and
the proposed centralisation of support operations at “Millennium City 5” in Kwun Tong in early 2005.

The Bank will continue to leverage its strong position and presence in China, and capture the business opportunities arising in
the China market. In January 2003, the Bank opened a new sub-branch in Guangzhou, and, in February 2003, the Bank
successfully upgraded its Beijing Representative Office into a full branch. With a more extensive branch network, the Bank’s
premier position and role in the China market is further enhanced.

Outside Hong Kong and China, the Bank will also continue to look for potential business and alliance opportunities to expand
and create value for its franchise.
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DIRECTORS' AND CHIEF EXECUTIVE'S INTERESTS

As at 30th June, 2003, interests and short positions of the Directors and Chief Executive in the shares, underlying shares and
debentures of the Bank or any associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFQO™)) disclosed in accordance with the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) were as follows:—

(N Long positions in shares of the Bank:

% of issued

Name Capacity and nature No. of shares Total share capital
David Lt Kwok-po Beneficial owner 17,437,834

Interest of spouse 639,336 18,077,230" 1.25
LI Fook-wo Beneficial owner 1,235,804

Founder of discretionary trust 30,955,378 32,191,182? 2.22
WONG Chung-hin Beneficial owner 46,810

Interest of spouse 344,131 390,9412 0.03
Alan LI Fook-sum Beneficial owner 6,994,329

Interest in corporation 30,240,201 37,234,530° 2.56
LEE Shau-kee Beneficial owner 647,985

Interest in corporation 1,000,000 1,647,985° 0.1
Simon LI Fook-sean Beneficial owner 894,000

Interest of spouse 3,113,000

Founder of discretionary trust 42,833,690 46,840,690 3.23
Allan WONG Chi-yun Interest of spouse 124

Founder of discretionary trust 10,482,9017

Interest of child 22,587,727 22,587,851 1.56
Aubrey LI Kwok-sing Beneficial owner 22,821

Interest of spouse 32,443

Beneficiary of discretionary trust 30,955,378 31,010,6428 2.14
Joseph PANG Yuk-wing Beneficial owner 204,318 204,318 0.01
William MONG Man-wai Beneficial owner 767,197

Interest of corporation 5,242,661 6,009,858° 0.41
CHAN Kay-cheung Beneficial owner 218,610 218,610 0.02
Winston LO Yau-lai Trustee of trust 258,390 258,390 0.02
KHOO Kay-peng Interest of corporation 1,000,000 1,000,000" 0.07
Thomas KWOK Ping-kwong — — Nil Nil
Richard LI Tzar-kai — — Nil Nil
Notes:
1. David LI Kwok-po was the beneficial owner of 17,437,894 shares and he was deemed to be interested in 639,336 shares through

interests of his spouse, Penny POON Kam-chui.

2. LI Fook-wo was the beneficial owner of 1,235,804 shares. The remaining 30,955,378 shares were held by The Fook Wo Trust, of

which LI Fook-wo was the founder, but he had no influence on how the trustee exercises his discretion. The disclosure of these
30,955,378 shares was made on a voluntary basis. Aubrey LI Kwok-sing was also interested in this same block of 30,955,378 shares
as one of the discretionary beneficiaries of the trust (please refer to note 8 below).
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3. WONG Chung-hin was the beneficial owner of 46,810 shares and he was deemed to be interested in 344,131 shares through
interests of his spouse, LAM Mei-lin.

4. Alan Li Fook-sum was the beneficial owner of 6,994,329 shares and he was deemed to be interested in 30,240,201 shares which
were held through Heeptac Investment Co. Ltd., a company in which he directly controls one-third of the voting power.

5. LEE Shau-kee was the beneficial owner of 647,985 shares.

LEE Shau-kee was deemed to be interested in 1,000,000 shares held through Superfun Enterprises Limited (“Superfun”). Superfun
was wholly owned by The Hong Kong and China Gas Company Limited which was 36.49% held by Henderson investment Limited
which in turn was 73.48% held by Kingslee 5.A., a wholly-owned subsidiary of Henderson Land Development Company Limited
(“Henderson Land”).

Henderson Land was 65.19% held by Henderson Development Limited (“Henderson Development”). Hopkins (Cayman) Limited
(“Hopkins”) as trustee of a unit trust {the "Unit Trust”) owned all the issued ordinary shares of Henderson Development. Rimmer
(Cayman) Limited (“Rimmer”) and Riddick (Cayman) Limited (“Riddick”), as trustees of respective discretionary trusts, held units in the
Unit Trust. The entire issued share capital of Hopkins, Rimmer and Riddick were owned by LEE Shau-kee.

LEE Shau-kee was taken to have a duty of disclosure in relation to the 1,000,000 shares of the Bank held by Superfun under the SFO.

6. Simon LI Fook-sean was the beneficial owner of 894,000 shares and he was deemed to be interested in 3,113,000 shares through
interests of his spouse, YANG Yen-ying. The remaining 42,833,690 shares were held by two discretionary trusts, Settlement of
Dr. Simon F.S. Li and The Longevity Trust, of which Simon LI Fook-sean was the founder, but he had no influence on how the trustee
exercises his discretion. The disclosure of these 42,833,690 shares was made on a voluntary basis.

7a. Allan WONG Chi-yun was the founder of a discretionary trust, The Wong Chung Man 1984 Trust, which was interested in 10,482,901
i shares. Allan WONG Chi-yun was also deemed to be interested in 22,587,727 shares through interests of his minor daughter, Wendy
\ WONG Dick-yee, who was a discretionary object of two discretionary trusts, which include the 10,482,901 shares of which Ailan
o WONG Chi-yun was interested as the founder.

7b. Allan WONG Chi-yun was deemed to be interested in 124 shares through interests of his spouse, Margaret KWOK Chi-wai. He was
also deemed to be interested in 22,587,727 shares held by two discretionary trusts of which his minor daughter, Wendy WONG Dick-
yee, was a discretionary object. Allan WONG Chi-yun was a founder of one of such discretionary trusts, The Wong Chung Man 1984
Trust, which was interested in 10,482,901 shares (please refer to note 7a above).

8. Aubrey LI Kwok-sing was the beneficial owner of 22,821 shares and he was deemed to be interested in 32,443 shares through
interests of his spouse, Elizabeth WOO. The remaining 30,955,378 shares were held by The fook Wo Trust, a discretionary trust in
which Aubrey LI Kwok-sing was one of the discretionary beneficiaries. LI Fook-wo had also made disclosure in respect of the same
block of 30,955,378 shares as founder of the discretionary trust (please refer to note 2 above).

9. William Mong Man-wai was the beneficial owner of 767,197 shares. Of the remaining 5,242,661 shares, (i} 4,502,798 shares were
heid through Shun Hing Electronic Trading Co. Ltd., (i) 668,323 shares were held through Shun Hing Technology Co. Ltd., and (i}
71,540 shares were held through Shun Hing Advertising Co. Ltd. Such corporations are accustomed to act in accordance with the
directions or instructions of William MONG Man-wai who is the Chairman of these corporations.

10. Winston LO Yau-fai was deemed to be interested in 258,390 shares which were held by K.S. Lo foundation of which he was a trustee,

1. KHOO Kay-peng was deemed to be interested in 1,000,000 shares which were held through Bonham industries Limited, a company
beneficially owned by him.

18 Long positions in (in respect of equity derivatives) underlying shares of the Bank:

Shares options, being unlisted physically settled equity derivatives, to subscribe for the ordinary shares of the Bank
were granted to David LI Kwok-po, Joseph PANG Yuk-wing and CHAN Kay-cheung pursuant to the approved Staff
Share Option Schemes. Information in relation to these shares options during the six months ended 30th June, 2003
was shown in the following section under the heading “Information on Share Options”.

. Short positions in shares and {in respect of equity derivatives) underlying shares of the Bank:
None
. Long and short positions in shares and (in respect of equity derivatives) underlying shares of associated

corporation(s) of the Bank:

None

Interests in debentures of the Bank:

<

None
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VL. Interests in debentures of the associated corporation of the Bank:

Name Issuer Capacity and nature Amount of debentures

LEE Shau-kee  East Asia Financial Ho!ding (BVI) Limited Interest in corporation (Note) US$5,000,000

Note: LEE Shau-kee was deemed to be interested in the debentures of East Asia Financial Holding (BVI) Limited (a wholly-owned subsidiary
of the Bank) in the amount of US$5,000,000 hefd through Glorious Asia S.A. Glorious Asia S.A. was wholly owned by Henderson
Development Limited {"Henderson Development”). Hopkins (Cayman) Limited (“Hopkins”) as trustee of a unit trust (the “Unit Trust”)
owned all the issued ordinary shares of Henderson Development. Rimmer (Cayman) Limited (“Rimmer") and Riddick (Cayman) Limited
(“Riddick"), as trustees of respective discretionary trusts, held units in the Unit Trust. The entire issued share capital of Hopkins,
Rimmer and Riddick were owned by LEE Shau-kee.

LEE Shau-kee was taken to have a duty of disclosure in relation to the above-mentioned debentures held by Glorious Asia S.A. under
the SFO.

Save as disclosed above, as at 30th June, 2003, none of the Directors or the Chief Executive of the Bank had, under Divisions
7 and 8 of Part XV of the SFO, nor were they taken to or deemed to have under such provisions of the SFO, any interests or
short positions in the shares, underlying shares or debentures of the Bank or any associated corporations (within the meaning
of Part XV of the SFO) or any interests which are required to be entered into the register kept by the Bank pursuant to section
352 of the SFO or any interests which are required to be notified to the Bank and The Stock Exchange of Hong Kong Limited
pursuant to the Model Code for Securities Transactions by Directors of Listed Companies in the Listing Rules.

INFORMATION ON SHARE OPTIONS

Information in refation to share options disclosed in accordance with the Listing Rules was as follows:
M Movement of share options during the six months ended 30th June, 2003:

Number of Share Options

Qutstanding Qutstanding

Name Date of Grant? at 1/1/2003  Granted Exercised Lapsed  at 30/6/2003
David LI Kwok Po 20/4/1998 133,800 — — 133,800 Nif
21/4/1999 145,000 —_ —_ — 145,000

20/4/2000 145,000 — — — 145,000

19/4/2001 850,000 — —_ — 850,000

18/4/2002 850,000 — — — 850,000

02/5/2003 — 1,000,000° —_ — 1,000,000

Joseph PANG Yuk Wing 20/4/1998 119,400 — — 119,400 Nil
21/4/1999 130,000 — — — 130,000

20/4/2000 130,000 — — — 130,000

19/4/2001 400,000 — — — 400,000

18/4/2002 400,000 — — — 400,000

02/5/2003 — 500,000° — — 500,000

CHAN Kay Cheung 20/4/1998 119,400 — — 119,400 Nil
21/4/1999 130,000 — —_ — 130,000

20/4/2000 130,000 —_ — — 130,000

19/4/2001 400,000 — — — 400,000

18/4/2002 400,000 — — — 400,000

02/5/2003 —_ 500,000° — — 500,000

Aggregate of other 20/4/1998 4,988,600 — — 4,988,600 Nil
Employees* 21/4/1999 4,105,000 — 1,078,000¢ 10,000 3,017,000
20/4/2000 10,723,000 —_ — 356,000 10,367,000

19/4/2001 3,710,000 — — 205,000 3,505,000

18/4/2002 3,855,000 — — — 3,855,000

02/5/2003 — 13,525,000° —_ 100,000 13,425,000

*  Employees working under employment contracts that were regarded as “Continuous Contracts” for the purpose of the Hong Kong
Employment Ordinance.
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(2) No share options were cancelled during the six months ended 30th June, 2003,
(3)  The accounting policy adopted for share options:

Share options are granted to employees to acquire shares of the Bank. For option schemes adopted before 2002, the
option price was 95% of the average closing price of the existing shares of the Bank for the last five business days
immediately preceding the date of offer. For the option scheme adopted in 2002, the option exercise price equals the
fair value of the underlying shares at the date of grant. At the date of offer or the date of grant, no employee benefit
cost or obligation is recognised. When the options are exercised, equity is increased by the amount of the proceeds

received.
Notes:
a3 Particulars of share options:
Exercise Price
Date of Grant Vesting Period Exercise Period Per Share
HK$
20/4/1998 20/4/1998 — 19/4/1999 20/4/1999 — 20/4/2003 15.30
21/4/1999 21/4/1998 — 20/4/2000 21/4/2000 — 2114/2004 12.09
207412000 20/4/2000 — 19/4/2001 20/4/2001 — 2014/2005 16.46
19/4/2001 79/4/2001 — 18/4/2002 19/4/2002 — 19/4/2006 16.96
18/4/12002 18/4/2002 — 17/4/2003 18/47/2003 — 18/4/2007 15.80
02/5/2003 02/5/2003 — 01/5/2004 02/5/2004 — 02/5/2008 14.90
b. Value of share options granted during the six months ended 30th June, 2003:
The Directors consider that it is not appropriate to disclose the value of options granted during the six months ended 30th June, 2003, since
any valuation of the options would be subject to a number of assumptions that would be subjective and uncertain. The Directors believe that
the evaluation of options based upon speculative assumptions would not be meaningful and would be misfeading to shareholders.
C The half-year weighted average (“HWA”) closing price of the shares of the Bank immediately before the date on which the Options were

exercised during the six months ended 30th June, 2003:

No. of Options Exercise Price

Date of Grant Exercised Per Share HWA Closing Price
HK$ HKS
21/4/1999 1,078,000 12.09 14.94

Save as disclosed above, as at 30th June, 2003, none of the Directors or Chief Executive of the Bank or their spouses or
children under 18 years of age were granted or exercised any right to subscribe for any equity or debt securities of the Bank
or any of its associated corporations.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS AND OTHER PERSONS

As at 30th June, 2003, the Directors were not aware of any person (other than a Director or Chief Executive of the Bank or
his respective associate(s)) who had an interest-or short position in the shares or underlying shares of the Bank which would
fall to be disclosed to the Bank under Divisions 2 and 3 of Part XV of the SFO.

DEALING IN LISTED SECURITIES OF THE BANK

There was no purchase, sale or redemption by the Bank, or any of its subsidiaries, of listed securities of the Bank during the
six months ended 30th june, 2003.

COMPLIANCE WITH CODE OF BEST PRACTICE

None of the Directors is aware of any information that would reasonably indicate that the Bank is not, or was not for any part
of the six months ended 30th June, 2003, in compliance with the Code of Best Practice as set out in Appendix 14 of the
Listing Rules.

By order of the Board
David LI Kwok-po
Chairman & Chief Executive

Hong Kong, 1st August, 2003
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6A308 k6B : 1,450,294,29988) 5 H -

BE2003F6A30BL6MANERRTET NHEERFENS60,837,0007 (BBE2002F6A30R L6MAER : BN
816,390,00070) * BB AN H B B /5% 68,335,000 (BLE2002F 6 R308 L6MAER - #¥%62,459,0007T) % + R
BRITE BB & INHEF81,448,907,0828 (B = 2002568308 L6AA : 1,436,817,1788) 51 E - HBHMMER KR B
BHBEREBRROAFAREN -

(5) NFHEBBFEAEEUTEGSEENERHN - B2003F  aRFERET(EHEABLMENRTBREHBRREE - 48
ERFCHEER FOEERARR EFXARHRREXER-

(6) H2003F - RBEFMNASOEENIRAREY  HEFUIFLERT - HHLERFOFEBUANASFEOEZEAA -
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E
¥

HEERBERA

REEMEUAFBEREERMNEBAR MRERAEBRARBIERBENT

BERASMA
B WBRASXE

BEEAEBAER

SEMAX

Rk #m
HERACBEIMAK

BIMAEHE

TEEFENDERRBIL
—mEAE
—RE - BEERAML

ARERENMERRBT LS

BTAESE
BERE

Hi@gExd

— [Ifg

— BB EARIL

— B XA RDR
—FEE EREBRRBBIRE
— EZBRBERBER

— DNEBRERPEARANEEREN
—WEEBNITHRER
—BITREESFER
—BREEMER

— B

— 2

Hip@Ex L@

BETHhe®

H E30/6/2003 & = 30/6/2002 # E31/12/2002
1E6{E A 1+6f@ A i-6f@ A
BETT EET R EETT

580,473 581,698 551,597
(2,759) (2,349) (3,079)
577,714 579,349 548,518

# £ 30/6/2003 # %= 30/6/2002 EHZE31/12/2002
ke A W6 A tef@ A
BETT BETT BET T

47,009 43,372 45,159
618,649 615,635 587,129
665,658 659,007 632,288
72,639 71,539 70,978
87,936 111,854 93,435
160,575 183,393 164,413
112,307 113,059 113,164
68,335 62,459 62,552
—_ — 13,350
28,409 32,799 27,855
65,490 71,426 75,948
67,586 71,255 73,464
42,341 43,599 64,909
37,550 41,866 39,529
12,438 15,902 14,723
2,895 13,630 14,209
6,146 9,827 6,452
6,741 7,228 7,239
1,347 1,467 541
48,493 47,165 36,143
319,436 356,164 361,012
1,326,311 1,374,082 1,346,779




G.

ERRHEMEE

1.

BHBREFNEZREMESE
30/6/2003 30/6/2002 31/12/2002
BH BR
BEFT BT T BETT
EEER 104,942,980 111,300,894 108,408,574
RODHEMSREEER 1,189,877 870,498 1,088,562
EHF e REMER 3,777,880 2,840,808 4,164,071
109,910,737 115,012,200 113,661,207
W BERREBER
— Rk 407,495 541,730 426,713
— = 1,261,753 1,414,666 1,333,257
108,241,489 113,055,804 111,901,237
BEBN —BT¥78
EFERMNITEERIZEZSERNREYE - RARKRMEMES -
30/6/2003 30/6/2002 31/12/2002
BB T T BT T BT
EEBERENER
IEsa
— MEER 4,952,113 4,811,884 4,847,778
—MERE 11,923,707 11,694,120 11,744,929
—RMbE 1,908,668 2,251,498 2,223,813
— R EEL 130,572 96,659 104,602
—BRTEE 1,955,738 2,115,181 2,107,598
— BliEE 1,363,476 1,393,245 1,459,648
— BRHREHGE 4,330,293 4,509,199 4,511,617
— Hh 6,296,263 7,825,680 6,907,826
— & 32,860,830 34,697,466 33,907,811
N
—BEEEFEEHNE]  [RAZEBEHEIR
[BEBEEEABIBEFHNER 2,047,159 2,386,447 2,207,192
— BEEMEEMENER 36,716,304 43,263,844 39,930,918
—ERFER 1,384,054 1,945,047 1,692,322
— Hfh 3,204,082 3,686,556 3,333,374
— NEE 43,351,599 51,281,894 47,163,806
EEEERNEREE 76,212,429 85,979,360 81,071,617
BH5RAE 3,166,708 3,145,345 3,272,588
EEBEUNEANER 25,563,843 22,176,189 24,064,369
EPERESE 104,942,980 111,300,894 108,408,574




EFEN —REHDE

FEERREZERXARENSE  EREXSHFNFER  YOBEREBARER - —KRhs - ETR
BRTAEBER  ARENNBAEESIIXZETFAEUNERN —NTER  XZRENETHRER
ROATNENDT MBERITHERBFELFRINTIHFHFAED ’

iAo, s

T L TER ENEE AR

30/6/2003
BE3EAMLE
EEEREE TERAER HNEFPER L
EET L EETT EETTT
BE 84,694,817 1,911,321 1,178,335
mE ARZEMNE 4,593,239 745,156 748,877
HAeSMER 4,990,938 159,451 176,111
Hth 10,663,986 66,350 66,886
B 104,942,980 2,882,278 2,170,209
30/6/2002
BE3E AU L
EFEREBE TBOTER NEFPER
BEETT EBEET T BT T L
'R 93,029,972 2,340,156 2485244 i -
PEARANE 3,638,106 531,707 644,173 .-
At MER 4,366,586 128,218 121,248 'i;.‘l'__}‘
Hip 10,266,230 206,982 1,869 X
et 111,300,854 3,207,063 3,252,534
31/12/2002
BEIEA L
EEFERBH TEIEXR MEFER
BT T BETT BETT
BE 89,449,624 2,041,748 1,234,390
REARENMEA 4,132,169 769,605 859,330
HepEMER 5,024,629 171,560 145,336
Hib 9,802,152 125,088 38,807
®mER 108,408,574 3,108,001 2,277,863




4. BEEE

EREEEANBEREHEINRSGETFRRESEERNMAEL  YEBEREBRRESZ - —KME - ETAR
RTAEBER FHERNERESTIZFHENEHMNBRN—FTER  ARXEENETHRIRR
FEENDT - MEZBITHERERYFRNZ Y TFOMEL EX - HENERREBEGCRRETEN10% K

KE - ZHENRREEATHUEE -

30/6/2003
BITR
Hih S RhBE NEHE Hif W
AT BT BETIT BETT
REAREME 5,414,255 529,127 3,753,810 9,697,192
TNER
(TaErzE ARZENEH) 13,200,385 976,714 6,089,785 20,266,884
ILEM 4,986,105 963,601 4,868,598 10,818,304
i = 32,469,016 105,683 1,213,058 33,787,757
30/6/2002
BITR
Hib &g NE BB Hi B
BT EETT BETT BETT
I AREFNE 3,350,950 445,369 3,339,957 7,136,276
DHER
(TEREFEARELNE) 13,485,849 1,004,322 5,050,055 19,540,226
b &M 4,811,261 82,129 3,876,815 8,770,205
AR 23,755,103 10,176 598,242 24,363,521
31/12/2002
HwITR
EhsmEE NEHIE Hi ek
EEB T EETR BEFT BETT
P ARANME 6,022,429 560,217 3,051,859 9,634,505
TNER
(TEEREARLAMNER) 10,942,142 1,107,992 5,933,867 17,984,001
b FE M 4,375,369 3,597,083 4,234,618 12,207,070
i =4 25,357,870 167,455 858,420 26,383,845




5. B BEHRUEEE

M
N
¥

() BHBREBEHEM

30/6/2003 30/6/2002 31/12/2002
BER BER BEF
ERgRE ERew HRen

BETT ®MEasr BETR HNBESE BETT HESH

: BHEPER

—3BANEE6EE 489,949 0.5 662,286 0.6 642,305 0.6
—6BAULETF 550,957 0.5 690,284 0.6 391,029 0.4
; —1E)E 1,129,303 1.1 1,899,964 1.7 1,244,529 1.1
2,170,209 2.1 3,252,534 29 2,277,863 2.1
REAEFER 655,882 0.6 181,766 0.2 624,138 0.6
BERREEHEREE 2,826,091 2.7 3,434,300 3.1 2,902,001 2.7
FHEMARBER 2,037,119 2.0 2,710,028 2.4 2,189,786 2.0
EEHBHER 133,090 0.1 542,506 0.5 88,077 0.1
f FERBBER

ERGTE 3,058,217 4,080,946 3,462,986

20036 R308 - 200268308 R2002F 12A318  AEBEFROIREMSREBNTED - 8
ERH3EAULXBBENER -

by  FEGTESEH

5

TROTEFPEFANFEBALLERCFULERAFENER -

30/6/2003 30/6/2002 31/12/2002 .
R tEERP wER
BEReHE ExEs BERAE

AR AR L R

AETT MBS BRTI WESKE HEBTR NESH

PG

i EEERME 2,882,278 2.75 3,207,063 2.88 3,108,001 2.87
BRER 260,401 416,901 279,713

BRFE 560,325 598,978 559,576
HR2003F6A308 20026308 R2002F 12A3B AEEEFPHETREMNSRBEBORER 8
: BRERAZREIEFLRAFENER  TEERZSENRERESHRES -
§
—o-

e L]



() g

30/6/2003 30/6/2002 31/12/2002
EET T BT EETT
WMEAE R (FaET) 2,170,209 3,252,534 2,277,863
WEHER (K $2) 655,882 181,766 624,138
MRARGEEEREE 2,826,091 3,434,300 2,902,001
BBBENEFMNBER (280,964) (387,336) (242,684)
B EEBEEDERAFEER (23,740) (83,074) (57,247)
N FTBETEREBHDARNEEHR 360,891 243,173 505,931
TRBITERES 2,882,278 3,207,063 3,108,001
fiok:d

M ENB @AM EER -
@ BREETERFRCANREIEANEERER EHARBEREE  ETEREEAEK -

d) HAMEHREEHEE

30/06/2003
BEFE HpEE
BT T BT T
| Hib0 A E
: — AR LZ6MA 3,112 29,701
—6ABLALEETF 2,594 1,165
—1EBE 1,342 6,999
7,048 37,865
MEBEHEE . — —
AN EEEARERE 7,048 37,865
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30/06/2002

Rt F2 Hib&EE~
BT T BT
EthBaHEE
—3@ARLE=EEAR 8,523 5,068
— 6 AULEETE 2,362 1,772
—1ER 1,978 6,449
12,863 13,289
REBEE _ _
Hib QMR EHEEERS 12,863 13,289
31/12/2002
Sl HEE
BETT BET T
HumiaE
— 3B LE@EA 4,029 1,275
— AR EEIE 1,096 9,850
—1EFERE 1,202 6,486
6,327 17,611
: WEBEE — —
HpMrEEREELR 6,327 17,611
C HGAEREESEBREKNE -
,; €) WEEE
30/6/2003 30/6/2002 31/12/2002
: BT T T BT T
i B % 226,748 481,156 390,499
i BEEE 6,645 6,090 4,990
WEEELE 233,393 487,246 395,489
HEHAIIDEER2003F6F308 - 2002668 30A R2002F 128318 /BT ME -
H  28%%
i AEERHLBOSBERS AR -
BEARITEEBRESTEE BAESTHKRITRY  EBUER KEBEXRRERRER -
? CERTRESERECEGERPOEN  BRERE BHEER P9 EPEER BHEBER - STR%E - &N
MABESEBRERLREETHERBITRS -
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BREARNTEBEEMEER BREELLEERY RHEVGLBEFRERBREEETRE -
CERBEEELADWERY EHFELLBERY - RBERLEREFRS -

HuEBeRRTRER REEBREBESHNE -

ADENERERIZEEPRAERE RO UREMREAEIETHREERSRNEBRED -

8 E30/6/20031L 618 A

A
AR TEET RERT rERH it k] THEH BeBE

BETT ok BRETL BETT BRI BETT BETR BEFT

RN PN 976,928 557,757 274,915 21 13,919 {46,527} — 1,777,013
FENREFH

Htni@g A 237,840 125,062 308,707 181,356 61,321 36,359 — 950,745
ABEZZBRA - - - - — 68,055 {68,055) —
SEWARE 1,214,868 682,819 583,622 181,377 75,240 57,887 (68,055} 2,727,758
KM EBEHLE

B/ (ER) 680,684 437,776 450,894 52,408 4,595 (224,910) = 1,401,447
BERREIL (124,651 (75,741) (69,667) (4,924) (5,515) {10,713) - (291,211)
ENBERNGE

B/ (BE) 556,033 362,035 381,227 47,484 {920} {235,623) — 1,110,236
PHBzZS 56,380 4,746 4,091 — — (65,217) — —
BEHB 612,413 366,781 385,318 47,484 (320) (300,840) — 1,110,236
BRREBEX

B&/ (&m0 - {2,223} - - 5,557 971 - 4,305
EHEBEARNRAEEE {2,537) 13,561 (10,701) — 23,421 (1,049) — 22,695
Hip AR — — (2,207) - — (105,843) - (108,050)
BRBRER/ (BE) 609,876 378,119 372,410 47,484 28,058 (406,761) — 1,029,186
BE — - — - — (224,992) — (224,992)
LERRER - — — (11,827 135 - — (11,692)
BRREERR (H8) 609,876 378,119 372,410 35,657 28,193 (631,753} - 792,502
HANE (42,038) (18,685) (8,174) (3,540) (4,327) (35,543) - {(112,307)

“ BEEH (16,887) (13,216) (21,040) (16,722) (470) — - (68,335)

b
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BE30/6200206BAER
’ S8E2z
BAEST TEET BREHT TERB 2t AP E RERH SEEBE
EETT BETR BETL EETT BETRT BB AETR BETT
FHBWA 1,215,125 361,565 253,171 16 10,949 (22,018) — 1,818,808
EANREPH
EfiggiA 303,122 101,967 152,557 154,921 114,353 (3,475) — 823,445
SHEZLHHRA 8,311 30,672 97 — — 74,267 {113,347) -
gERABE 1,526,558 494,204 405,825 154,937 125,302 48,774 (113,347) 2,642,253
FMBERHEE
wH(E8) 807,179 279,889 236,131 63,363 34,899 (153,290} — 1,268,171
BERRELH (305,630) (2,622) (143) (1,061) (1,594) (10,174) - (321,224)
BHRERNGE
#H/ (B8 501,549 277,267 235,988 62,302 33,305 (163,464) - 946,947
kL IPAS 95,198 (26,455) 3,434 — - (72,177) — —
GBENR 596,747 250,812 239,422 62,302 33,305 (235,641) — 946,947
BRREEBX
B&/(EM — 7,161 451 — 1,416 (3,985} — 5,043
BiEBELRNENRER 206 15,199 {6,522) — (1,063) (295) — 7,525
HEBARTE — - (6,154) - — 3,098 - (3,056)
BREMER/(EB) 596,953 273,172 227,197 62,302 33,658 (236,823) — 956,459
5 B - - - — —  (183,962) - (183962)
SBRFER — — — (18,566) — - — (18,566)
; BRERERT/ (BR) 596,953 273,172 227.197 43,736 33,658 (420,785) — 753,931
BRHE (49,421) (14,271} (5,585) (1,895) (6,463) (35,424) — (113,059)
BREH (19,059) (14,349) (17,735) (10,846) (470) — - (62,459)
é
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BERBAEERABRR

BERGREAERBRTEEHBAEERAGRNANSORERZBR2NT -

FeEelE SHESH
BE FERRN/
FEHERS - EBNE HER S DMEER £ AEBER HEEBR Hip bk
BETR BETT BEIR BETR BETR BETR BETR BETR
200315818 256,709 436,636 163,043 (164,620) 23,973 (92,386) 3,974 633,329
BEHEE - (166,824) - - — - — (166,824)
GABHREA
BB/ (FEA) 29,793 77) — (377 8,169 2,148 915 40,571
RN — — 15,575 — — — — 15,575
EXREMBE — — - — - 269 — 269
2003465308 286,502 269,735 184,618 (164,997) 32,142 (89,969) 4,889 522,920
2002% 1818 266,213 329,106 175,141 (168,452) 18,267 {83,684) 3,090 539,681
BREMBLARNEE 400 — —_ — - — — 400
REWEE — (51,313) — — - - - {51,313)
FAEBRER
#BEFN 26,680 1,263 - 4,744 {8,392) 4,457 635 29,387
EAGE - - (1,655) - - - - (1,655)
BRREMBE - — - — — (7,536) — (7,536)
2002% 68308 293,293 279,056 173,486 (163,708} 9,875 (86,763) 3,725 508,964
30/6/2003 30/6/2002
BETT BETT
BRNGCRERBERNEEHREAEFSE (67,809) (80,837)
BRARGECAERGBRNELEREAREE 590,729 589,801
522,920 508,964
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EEISNS IV

PR EAWRSEC RN R oR D

LAl

S i

24 CIN TN SR

BEEBERUNNEER
UTASBHREERARBRUIINBEERERORE
30/6/2003 30/6/2002 31/12/2002
BT BETIT ERTT
FRBERERENHTEHE
— BEEGEREM 4,159,808 4,019,560 4,125,735
— B SEMMNAER 514,149 619,353 519,227
— BESEWNMNAER 2,358,338 2,735,211 2,152,000
— EfAE
BEEE M 1ERA] & EGEUE 20,682,040 21,317,430 20,615,082
BEREBBEIERNE 7,633,186 7,269,070 8,416,217
— H A 57,594 — —
BE 35,405,115 35,960,624 35,828,261
—ZERBMERESE 8,171,875 8,084,833 8,559,065
PTHETANBREYE
—EREY 23,714,955 26,760,833 21,062,568
—MEESD 12,926,891 8,361,158 11,347,330
—Bmen 586,888 231,648 372,262
B 37,228,734 35,353,639 32,782,160
—EERBmMESEE 326,358 182,712 218,951
— BERTBE 932,254 216,380 425,196
BERBBRUINEENSERLARZERRNERE  YRFAERERTHONEE -
E¥ER
1. BRSNS SR FHEEREANERRABEMNMOYTIUN L BETURE -
30/6/2003
‘ BEEET
=71 e EE Hifp pk]
BEAE 43,998 5,112 3,714 18,238 71,062
RNEEE (42,663) (5,146) (6,199) (20,755) (74,763)
BHE A 12,703 657 2,953 7,493 23,806
BEHEL (13,109) (524) (589) (4,958) (19,180)
BE/(8)8R3H 929 99 (121) 18 925
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* HENBRONMBEBUERABENI0% ZBERNELERSE -

30/6/2002
EERAEL
EIT o B Hig k]
RERE 45,173 3,339 5,649 16,601 70,762
BREBE (47,853) (4,024) (5,850) (16,932) (74,659)
BEHBEA 16,406 973 903 6,039 24,321
BEEW (13,014) (162) (699) (5,701) (19,576)
RREE 712 126 3 7 848
31/12/2002
EBEEET
e i HEE HAi B
BEERE 50,001 4,049 4,838 17,278 76,166
REBE (48,381) (4,425) (6,161) (19,821) (78,788)
EHEA 11,731 805 1,434 6,466 20,436
EHEN (12,830) (311) (236) (3,858) (17,235)
RA(B)RBE 521 118 (125) 65 579
Y SN LRIMEREERENI0%  RBBRIELEER -
2. MENNENEBEEISEFRNBEENEEBMEEARENI0%SNE - FATFURE -
30/6/2003
AETBET
ET mr Hfh ook
EEBUHBAETE 1,431 220 366 2,017
30/6/2002
BERET
ES iz Hitb 5
EEMEAEE 1,390 195 338 1,923
31/12/2002
g BEEET
ey mic* Hfp B
EBEHEFE 1,416 188 367 1,971
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iR A, BN 1ok

SR KA A

NS AR R 4 K NP WA

BEx  -BXRZERADELESR

FeHhEE T 8HNRAEE  CHEA2002668308 R2002F 12831 AME R TR R EARERA -
BEXEZHE
30/6/2003 30/6/2002 31/12/2002
o g
ERR: BH®E ERES
FAEBREELTELE 171 16.9 16.9
HEEERATRILE 17.0 16.9 16.8

AREFBETRBELEZHE RRBEECRETERITEAFREMENGEARER(RITERINDMIRS - &R
AEEETARITRAMEAHBLGE -

ABREXATRLENGE RREFECREERFUNESIGITERERESREED)  FAREKESA
NTHIBRAR - FEENGAEEEREREALA TR L XMBREMNAR -

HRENETEXERE
30/6/2003 30/6/2002 31/12/2002
B B
BETT EBET T BETT
LA
BERRNEBARERSE 3,629,676 3,599,326 3,615,863
BHRE 355,427 372,036 356,210
s 13,787,298 13,122,684 13,228,115
LR EER (76,759) 35,094 44,708
A ST {2,347,937) (2,242,135) {(2,181,433)
BB R EE 15,347,705 14,887,005 15,063,463
A E AR ME R
TR T ESEEEREE CA70%HE) 745,173 835,507 756,077
—BRRERER 1,256,804 1,410,234 1,339,533
EHEERESE 4,277,803 4,274,617 4,276,227
AIETEMMIME NEE 6,279,780 6,520,358 6,371,837
HEAEREREE 21,627,485 21,407,363 21,435,300
AXRERBENREE {971,491) (934,389) (953,797)
NREHNEFREHER 20,655,994 20,472,974 20,481,503
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30/6/2003 30/6/2002 31/12/2002
55 ER
BETT BET T BETIL
A5 E 355,427 372,036 356,210
—REE 11,725,166 11,515,206 11,623,411
THE B 1,064,534 1,079,221 1,080,109
EEMEERES — 114,362 —
EREGHEE 18,971 (13,506) (17,905)
HibGES 53,969 91,187 91,968
Bz 5 F 2,323,134 1,832,140 2,036,863
B 15,541,201 14,990,646 15,170,656
AARBRBRE 333,930 302,343 506,221

4. RBELH R

B E£30/6/2003 B £ 30/6/2002 B2 31/12/2002

6@ A 1F61@ A IHFE
Eha:S BoXE BEoR
HAEHRSESL & 46.0 46.4 46.1

HATPORDESLERSAFHNENBEF SR A EEREEECREERIERERERENSG
BEER(RITHIDM RS -

M. &S

AR ER RN TR SR ERRR202F I ASEABENEEREFM(rAEMATEBEETINY
ERDAEE URBEREHM OGN 2001 F AR EMNEIT(EHBERERD F25R [P BHERE ] ] -

PHRE

ATEBSERAEMERHE2003F6A30B L6E R MP BB S SRABE 2E3M0L (2002F - BE281L) - P HBREBMU
RMERETHR003F8A/EEHZRARNMERBEIRREZMEICTLEARE  RENVERNNCH IR
RERE - REUBR AN BB ERAHBIERKON003E8R 278 ER =S FERFE - EURRBMBITNHRE
BEEBARSMAERAT LT EEB G ARSI ARBRIERE - MABOREERMURRENIREIFHN2003F9718
HEHMUTEBETFRE -

BFEAHY
20038 H25A 2~ E2003FE8H27AEHZ It FOKESEHEREBFER - NREE LAPHRE - BREEAR

2003588228 EHATT4HA BBPXHXEFTEEH S LITESRRERITEEP LM THEETHTLER LA H
BERLTHE-
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g it R

T

AREET NT R B LY RTINS PN SV LA L e P

R

B35 B B
BRRE

EW2003FPHERABST  CEEAFEARMECT Z(EHERERZ 2RI AR A FHENBBEEMEEN

2003537  EABR TIHAAMA  BETEAMEE  LUAZTE RENKREZELAA A £EBILBL  HERE
WHBTERAT - o MEFELRRTRBED  BOEBRFNREN - BREERE+TDEH - RN2003F8E6H R
TR EMSRR R E(GEFEAK 793,000,000t © L& EFEREEFE®754,000,0007T © £AHEE39,000,0007T © BIS.1% ¢
L 8020028 T 3 4 8145 798 FIE % 516,000,0007T + B L FHE%277,000,0007T - 5(53.6% « EXBRAF HBH0.557T -
THEERHRERIEHBACBEED N AB09%MB.4% ¢
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21/4/1999 130,000 — — — 130,000
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19/4/2001 400,000 — — — 400,000
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The Bank of East Asia, Limited
{incorporated in Hong Kong with limited liability in 1918) .,
: ANNOUNCEMENT OF 2003 INTERIM RESULTS : ' ‘ ' =
. : s , ‘ . ™3
INTENM RESULTS . C CONSOLIDATED SUMMARY STATEMENT OF CHANGES IN EQUITY
. . ’ . 6 months 6 months
The Directors of The Bank of East Asla, Limited ("BEA") are pleased to announce the unaudited results' of the Group for ended ‘anded
the six months ended 30th June, 2003. This interim financial report, which hai been reviewed by the Bank's Audit 30/6/2003 30/6/2002
Committee, is prepared on 3 basis consistent with the accounnng poficies and methods adopted in the 2002 annual Restated
accounts except for the accounting policy change made thereafter in adopting & revised Statement of Standard Accounting -~ 2300
Practice ("SSAP™) issued by the Hong Kong Society of Accoun(ants' HK$'000 - HK$000
Balance as at 1st January .
A CONSOLIDATED PROFIT AND LOSS ACCOUNT- K - As previously reported 8,875,099 78,247,501
§ "’:":’h’ 5:‘:":" 6 "“;":;“ ~ Arising from adoption of SSAP 12 . .
! ence nae ende - Amortisation of restated goodwill (51,449} (44,172)
30/6/2003 30/6/2002 31/12/2002 - Recognition of net deferred tax liabilities - (37,071) {32,346}
Rostated Restated As restated ' 18,785,519 18,170,981
HK3'000 HK§'000 HKS$'000 Recognition of net deferred tax liabilities (15,575) -
. . 9 Jax 18
Interest income 2,846,979 3,185,693 3,188,860 Release of net defersed tax fiabilities L - 2,149
interest axpense (1,169,966) (1,370.885) {1,356,392) Net profit for the period 792,502
. T ~ As previously reported ' 786,597
Net interest income 1,777,013 1,818,808 1,833,458 ~ Arising from adoption of SSAP 12
Non-interest income 950,745 823,445 758,843 ~ Amortisation of testated goodwill . (;333;)’
’ ’ - . - Recognition of net deferred tax liabilities g,
Qperating income 2,722,758 © 2,642,253 2,592,311 _ s restated 753,931
Operating expenses {1,326,311) - {1,374,082) (1,346.779) Issued of share capital 76,785 95,083) .
. R Capital fea - (1
Operating profit before provisions 1,401,447 1,268,171 1,245,532 Dividends (506,232) (473,198)
Charge for bad and doubtfit debts 291,211 {321,224) . (489,71%) Exchange and other adjustments 36,878 41,03
Operating profit after provisions 1,110,236 946,947 755,817 Balance as at 30th June 170,877 18,589,972
Net (lassiiprofit on disposal of fixed assets (6,287} . 3.097 (34,264) CONSOLIDATED CASH FLOW STATEMENT
Revaluation deficit on investment praperties {19,515} - (92,257} 6 months 6 manths
Impairment loss on bank premises (80,041) - - -ended ended
Net' profit/(loss) on disposal of held-to-maturity debt 30/6/2003 30/6/2002
securities, investment securities and associates - 1,482 (1,025} - —
written back/(Provision) on held-tc-maturity : HKS"000 HK$'000
debt securities, investment securities and asscaates 2,098 (2,592} (36,983) OPERATING ACTIVITIES K
Share of profits less losses of associates 22,695 7.825 25,131 Cash generated from/(used in) operations 5,17(3,071) (z,g(?g,%:;
: Hong Kong profits tax paid 5,217 3
- Prafit for the period before taxation 1,029,186 956,453 616,412 Overseas profits tax paid (24,413) {13,661)
Taxation? . : Interest paid on loan capital, certificates of depos:t and bcnds issued (250,539} (340,113)
- Hong Kong {165,722) (137,408) 77.009
- Overseas (18,532) (19,308) (28,594) NET CASH GENERATED‘FRON_\/(USED IN) OPERQTING ACTIVITIES 5,892,903 - (3,328,328}
 Reaa GO GEED OB g acnvmes |
ociates et : Dividends received fram associates 17,288 2?;;;
v i ity it 17,009 H,
profit for the period after taxation 804,194 772,497 523,360 . ;?S’,gf;:‘;fiﬂﬁ?ﬁ {sreocTrie!?eli‘w seurtes (67,996) (1,918)
Minority interests . (11,692) (18,566} (7,505} Proceeds from sale of equity securities 11,373 1,006
_ Purchase of fixed assets . (108,048} (82,184)
Profit attributable to shareholders 792,502 753,931 515,855 Proceeds from disposal of fixed assets 44,115 17,691
. Proceeds from disposal of associates - 130 .
Profit for the Bank 772,964 649,604 358,370 Purchase of subsidiary {365,648} {319,823}
Proposed dividends 333930 302,343 506,221 NET CASH USED IN INVESTING ACTIVITIES (451,906) .(344,083)
: ' FINANCING ACTIVITIES .
Per share Ordinary dividends paid (434,990) (380,079)
- basic earnings* HX$0.55 HK$0.52 HK$0.36 Issue of ordinary share capital 5,543 11,557
~ diluted earnings* HK$0.55 | HK$04S_2 - HK$0.36 Issue of certificates of deposit 2,670,441 7,961,693
- ;?’,}; ea;”i“QS‘ zﬁ:ggg ! :ﬁggg :gg;; Redemption-of certificates of deposlt and convertible bonds (6,371,760) (7,487,596)
- dividen . X .35 - - -
- NET CASH (USED iNYGENERATED-FROM FINANCING ACTIVITIES (4,130,766) 85,975
B. CONSOLIDATED BALANCE SHEET
30/6/2003 30/6/2002 " 3111272002 NET, INCREASE/DECREASE) IN CASH AND CASH EQUIVALENTS 1,310,231 (3,576,436)
Restated Restated - CASH AND CASH EQUIVALENTS AT 1ST JANUARY 36,325,022 42,841,676
HK$'000 HK$'000 HK$'000 CASH AND CASH EQUIVALENTS AT 30TH JUNE . 37,635253 39265240
' M
ASSETS ' - (Sm The financiat information Set out in mus interim report does not constitute the Groupx statutory accounts for the year tnded
Cash and short-term funds 36,616,791 36,117,022 34,937,640 3151 December, 2002 but is darived from those accounts, nor for the period ended 30th June, 2003. The statutory accounts for
Placements with banks and other financial Co B the year ended 3ist Dec:mberhzlonz 2re a;a;lag“e‘ltr:r;\ xbyu aan;;orgg\smed office, The auditors have anpressed a0 unquahhm
institutions maturing between one and opinion on thase accounts in their report date ! ruary
twelve months ¢ 12,779,931 11,445,285 11,670,652 @) (2) In prior years, deferred tax llabilitles were pravided usi J the nmmy methad in respect of the 1axatian effect arising
Trade bills | i 577'533 555,903 671,763 from all material timing differences between the accounting and tax freatment of income and expenditure, which were
rade bill less provisions ! ! . expected with reasonsbly probability to crystailise in the forgseeable fulure. Deferred tax assets were not recognised
Certificates of deposit heid 3,036,466 2,349,718 2,370,751 unless thelr realisation was assured béyond feasonable doubt. With effect from 18t January, 2003, in order to comply
Other investments in securities 11,338,395 6,367,691 13,255,164 with Statement of Standard Accounting Practice 12 (revised) Issued by the Hong Kong Society of Accountants, the
Advances and other accounts iess provisions 108,241,489 113,055,804 111,901,237 Group adopted a new policy for deferred tax.
Held-te-maturity debt securities 4,054,475 2,612,129~ 3,125,686 (6) . As a result of the adoption of the revised SSAP12, the opening balance of retalned earnings brought forward as st 151
Investment securities 291,229 265,895 253,428 * Jasuary, 2002 and 2003 have been increased by HK338,620,000 and MK $80,523,000 respectively. This change has
. h : 66!’5!6 614.773 639'500 resulted in an increase in deferred tax assets and deferred tax liabilitles at 315t'December, 2002 by HK$77,029,000
’é‘;::‘v':_‘el““ in associates  25e7'910 1o 1ae 2921235 ond HC4255.600,000 respectvl. The ooflt sng amount charged to eaity Tor the year ended 313 December, 1002
{ . . v . v v ave been reduc 3 0 ant ! 3 respeciivety.
Fixed assets 4,277,260 -+ 786,954 4,407,057 3 The provision for Hang K fits tax Is calculated at 17.5% (2002: 16%) of the estimated assessable proflts fof the
- . ik anted S0 e, 3005, exaion for bAnCher and vecdbies i Hong Karty . foany hrged 3
the appropriate current rates.of taxation ruling in the countries in which they operate.
Total Assets 189.323,072 180,413,307 185414,311 P
(b} Deferred taxation is calculated in full on temporary differences under the llability method using the appropriata current
ratas of taxation witng in counmu in which they operate. :
HABILTES [t @) The calcutati f b hi based i f HK$792, 502 00O (5ix months ended 30th June,
i 3 - 4) at] of basic earnings per share is based on earnings o: 1
Deprzsns:ndfpa\an_ce‘s of banks 7,192,423 6131 593 5,754,837 G zoschecsfm:nuxnsssmasl o;:t?) .ﬁd on the weighted sverage gv },448.907,082 isix months ended 30th June, 2002;
and other financial Institutions Gorel 58024 Wisagadd  1.436,817,178) shares outstanding during the tix months ended 30th June, 2003.
Deposits from customers 147,145,619 137,780,248 1861, T(b) The calculation of diluted earnings per share is based on earnings of HK$793,473,000 (six months ended 30th june,
- Demand deposits and current accounts ’ 8,258,422 (253,611 /044,517, - . 2002 restatad: HK3756,567,000) and on 1,454,161, 148 (six moniths ended 30th kine, 2002: 1,450,254,295) ordinary
- Saving deposits 31,808,299 25,966,657 27,769,116 shares, being weighted average number of ordinary shares outstanding during the six months ended 30th June, 2003,
- Time, call and notice deposits 107,079,086 104,559,980 106,848,256 adjusted for the effects of all dilutive potential shares.
Cer!iﬁcates of deposit issued- £,411,922 9,081,744 0,157,757 e The calculation of cash earnings per share is based on earnings of HK1860,837,000 (six months ended 30th June,
Convertible bonds issued T 119,621 316,992 119,637 2002 restated: KK$E16,330,000) adjusted for goodwill amortised of HK$68,335,000 {six months ended 30U june,
Tax and deferred tax liabitities 870.723 800818 833,893 - 2002 Nﬂ;l!d thdsz 459, 200) and on (:e weldgh;ed average of 1, :48 9%7:8320:;|nlmon(;sosr3\dlt(:‘ 30th J:Ine zo{gfy
‘ ‘ ’ 1,436,817,178) 3 tstangdin ting t] ix months ende: une is supplemen
Other accounts and provisions 4,210,852 3,412,229 3,778,844 information s cansdered a Reful adGHional Maicatian of performance.
(5) . Comparative figures for 2002 are restated to conform with the current yuv's or the
* Total Liabilites 165,951,151° 157,513,624 162,306,857 - profit and loss account, consolidated balance sheet, (ipxtn! adeguacy ratlo and :apml base are due to lhe accounting pohry
. . change made in 2003 following the ravision of SSAP 1
I ° {6} Th h rebates f rigage loan: hich were previously classified under opeunng expanses, were netted off against
E;!:Tgl.pi!t:?C‘JURCES ‘4,277,803 4,274,617 4,276,227 @ |Meergl$nn’c;n:eelsro:1(2r8§3 9Pr?:v ::n;d :guresware restated (o conform Mxh the current year's ofemua lon,
- FEES AND COMMISSION INCOME
Minority Imeras{s *(76,759) 35,094 44,708 .Inciuded in non-interest income is net fees and commission Income with separate disclosure of gross mcome and
. expenses as follows h P " s h
ital - 6 months months months
: \
_Share capital 3,629,676 3,599,326 3,615,863 endod ended ended
Aeserves 15,541,201 14,980,646 15,170,656
A Ll . 30/6/2003 30/6/2002 3111272002
Shareholders’ Funds |§,170,877 18,585,972 18,786,519 . HK$'000 HKS000 . HK$000
2 Fees and commission income: . 580,473 ' 58),698 551,597
Total Capita! Resources 23471921 22,893,683 23,107,454 Léss: Fees and commission expenses @.759) (2.349) (3,079)
Taral @anitst Qocnnrese and |iahifitieg 189,323,072 180,413,307 185,414,311 Total net fees and commission income 577,714 579,349 548,518 1
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F OPERATING EXPENSES ) : , 31/12/2002 .
' 6 months ' & months & manths B
ended anded ended . Advances
30/6/2003 30/6/2002 31/12/2002 Total Non- overdus
. advances - performing ' for over
Lo . . HKS$'000 HK$'000 HK$'000 . . 16 customers foans ‘ three months
Pension contributions 47,009 43,372 45,159 . . HK$°000 | HK$'000 HKS$'000
Salary and other staff costs . 618,649 615,635 587,129 '
: - Hong Kong ’ 89,449,624 | - 2,041,748 1,234,390
Total staff costs . . 665,658 659,007 632,288 People’s Republic of China - 4,132,169 769,605 859,310
X : . Other Asian Countries 5.024,629 171,560 145,336
Premises and equipment expenses excluding .o Others . 9,802,152 - - 125,088 " 38,807
depreciation: . . ‘ : '
~ Rental of premises - . 72,639 71,539 170,978 Totat | . 108,408,574 3,108,001 2277863
- Maintenance, repairs and others - . 87,936 111,854 " 93,435 B =
. Tota! premi " udi 4. Cross-border Clalms
otal premises an EQU'P"‘““ expenses excluding ) The information of cross-berder claims discloses exposures 1o foreign counterparties on which the ultimate
-depreciation R . 160,575 - 183,393 164,413 risk lies, and is derived according to the location of the counterparties after taking into account any

transfer of risk,-In general, such transfer of risk takes place if the claims are guaranteed by a party in a

:x;f&;z‘{;’:\z’" "::g:i?m . . 1;;;2; . 11630422 ! 1;3';22 country which is different from that of the counterparty or if the clalms are on an overseas branch of a
N ; gooc ’ o i . ‘ . bank whose head office is located in another country. Only regions constituting 10% or more of the
Impairment of goodwill - - 13,350 4
1 R . ' aggregate cross-border claims are disclosed. '
Other operating expenses” !
~ Rebates ) 28,408 32,799 . 27,855 ) 3,0‘5/1003
~ Card related expenses . - 65,490 . 71,426 75,948 - Banks and Public
- Communications, stationery and pnmmg 67,586 71,255 73,454 . other financial sector
- Advertisement, business. promotions and business trips 42,341 43,599 64,908 " institutions entitles - Others Total
- Legal and professional fea . 37,550 41,866 39,529 : T — - ~ - -
- Stamp duty and PRC business taxes . 12,438 15,902 14,723 HKS'000 HK$°000 . HK3°000 HK$'000
T pamistration expenses of secretarll business 2899 1380 14209 People’s Republic of China _ 5414255 - 529,127 1,753,810 9.697:182
- Brokerage and search fees 6,741 7,228 7,239 : Asian countries, excluging - y ’
- Donation N 1347 1467 541 . People's R.epubhc of China 13,200,385 976,714 6,089,785 20,266,884
- Others 48,493 47‘165 36 143 North America 4,986,105 963,601 4,868,598 10.818.304
) | — . Western Europe - 32,469,016 105,683 1,213,058 33,787,757 .
Totat other operating expenses 319,436 356,164 361,012 L N s 3076/2002 )
Total operating expenses . 1,326,311 1,374,082 1,346,779 Banks and Public
. g fi | - ' , ) '
G, ADVANCES AND OTHER ASSETS i - . o‘l:::ltur;l.cn::. ::t‘l:ioe’s . Others Total
1. Advances and Other Accounts less-Provisions . .
o . : ‘ . HK$'000 HKS000 HKS000 . HKS000
30/6/2003 30/6/2002 31/12/2002 .
Restated Restated People’s Republic of China. . 3,350,950 445,369 3,339,957 7,136,276
- ‘ . , , Asian countries, exctuding -
. HK§000 HK$'000 HK$'000 People’s Republic of China 13,485,849 1,008,322 5,050,055 19,540,226
- Advances o customers ’ 104,942,980 111,300,894 108,408,574 : North America . 4,811,261 82,129 3,876,815 - 8.770,205
Advances 1o banks and ather financlal institutions 1,189,877 870,498 1,088,562 - Western Europe 23,755,103 < 10176 . 598,242 24363520
Accrued interest and other accounts 3,777.880 2,840,808 4,164,071 . : :
31/12/2002 |
. 109,910,737 115,012,200 113,661,207 ’ B . Banks and Public i
Less: Provisions for bad and doubtful debts . - other financlal sector
- Specific - E 407,495 541,730 - 426,713 institutions entitles Others Total
~ General . 1,261,953 1,414,666 1,333,257 HK$'000 HK$000 HK$'000 HK$'000
08241489 113055804 " _ 111901237 " People's Republic of China 6,022,429 560,217 3,051,859 9,634,505
. Asian countries, excluding . ] )
2, Advar;ces to Customers ~ by Industry Sectors - People’s Republic of Chma 10,942,142 1,107,992 5,933,867 17,984,001
. Thein ofrrnallon concerning advances 1o customers by mdustry sectors has been dassmed according to' the North America 4,375,369 ‘3,597,083 4,234,618 12,207,070
usége of the loan and is stated gross of any provisions. : Western Europe - 25,357,270 167,455 858.420 26,383,845
30/6/2003 30/6/2002- 31/12/2002 . 5.- ° Overdue, Reschaduled and Repossessed Assets
HK$'000 HK$000 T HK$ 000 (a) Overdue and Rescheduled Advances o )
Loans for use In Hong Kong . ' . ’ 307672003 30/6/2002 31122002
Industrial, commerciat and financial . ) . . : % of tola) t %oftetal” % of total
~ Property development 4,952,113 4,811,884 4,847,778 . advances 1o : adiances to advances 1o
- Property Investment . 11,923,707 11,694,120 11,744,929 - HES'000 . customers  HKE'D00  customers © MKS'000 . cuslomers
- Financial concerns 1,908,668 . 2,251,498 2,223,813 . .
~ Stockbrokers 130,572 96,659 - 104,602 '  Advances to customers overdue for : . .
- Wholesale and retail trade . 1,955,738 - 2,115,481 2,107,598 . - 6 months or less but over 3 monthy - 459949 05 662,285 06 §42,308 0.6
- Manufacturing - 1,363,476 1,393,245 1,459,648 . = 1 year of Jess but.over 6 manths 556,957 . 0$ 690,284 06 391,004 o4 .
~ Transport and lranspon equipment . 4,330,293 4,509,199 4,511,617 = Over'1 year . . . 1,129,303 L1 1,899,364 17 L2445 11
- Others : 6,296,263 7,825,680 . 5,907,826 X ~
. . ' - 170209 PRI Wi A3 ] 19 2883 Al
- Sub-total 32,860,830 34,697,465 33,907,811 . -
. . - Rescheduled advances to customers 655,882 05 . 18LIG6
Individuals .
= Loans for the purchase of flats in the Home . . . Total overdye and rescheduled advances 2,825,091 L] 3434300
Ownership Scheme, Private Sector . . . . T e S e T
Participation Scheme and - : . . Secured overdue-advances N 2037 19 20 2710008
Ténants Purchase Scheme 2,047,159 2,386,447 2,207,192 . Sl ,
- Loans for the purchase of other restdentlal . Unsecured overdue advances 133,080 0. 542,506
. properties . 36,716,304 43,263,844 . 38,930,918 . -
- Credit card advances 1,384,054, 1,945,047 1,692,322 | Market value of securities held against . . .
~ Others . 3,204,082 . 3,686,556 3,333,374 N - the secured overdue advances 3,058,217 . 4,020,946 . 3,452 985 .
- Sub-total . 43,351,598 | 51,281,894 47,163,806 There were no advances to banks and other financial institutions which were overdue for over 3
. . months as at 30th June, 2003, 30th June, 2002 and 31st December, 2002, nor were there any
;?::L'Zi’;sn:g’ use in Hong Kong 7;%2%3 8?'?325?2 8;3;;2;; rescheduled advarices to banks and other financial institutions on these three dates.
Loans for use outside Hong Kong ' 25,563',843 22,176,189 24',064‘369 (B) Noh-performing Advances to Customers
A Non-pertarming advances 10 customers are advances on whnch interest is being placed in suspense
Total advances to customers 104,942,980 111,300,894 108,408,574 ot on which interest accrual has ceased,
3. Advan:es to Customers - by Geographical Areas - ’ 30/5/200! 20/6/2002 . 31002
The information concerning the breakdown of the grass amount of advances to cusiomers by countries or v ;
_geagraphical areas is derived according to the location of the counterparties after taking into account any % of total - oltoul % of totd
transfer of risk. in general, such transfer of risk takes place if the claims are guaranteed by a party in a § advances to . aunesto . advances to
country which is different from that of the counterparty or if the ciaims are on an overseas branch of 3 ) . . HKS000  costomers  HKFOGO  customers  HKE'ODD  customers
bank whose head office fs located in ancther country. Gros advances o customes M 1 3008 8 310800 2w
. 30/6/2003 . Specilic provisions 260401 . 416,901 73713
* Suspended mteiesl 560325 . 593,978 554,576
Advances
Total Non- overdue There were no advances to banks and other financial institutions on which interest is being placed .
advances _ performing for over . -in suspense ar on which interest accrual has ceased as at 30th June, 2003, 30th June, 2002 and N
to customers loans three months 315t December, 2002, nor were there any specific provisions made for them on these three dates.
HKS$'000 HKS’OQD HK$'000 () Reconclh'ati;)n “
Hong Kong ) 84,694,817 1,911,321, 1,178,335 30/6/2003 301672002 31112/2002
People’s Republic of China 4,593,239 . 745,156 748,877 . o " HK$'000 HK$'000 HK$°000
Other Asian Countries 4,990,938 159,451 176111 . . ) .
Others 10,663,986 66,350 66,886 Overdue advances (Note 1) 2,170,209 3,252,534 2,277,863
. - Rescheduled advances (Note 2) 655,882 181,766 624,138
Tota! - 104,942 980 2,882,278 2,170,209 ' .
. ¥ Total overdue and rescheduled advances 2,826,091 3,434,300 2,902,000 -
30/6/2002 Less: Overdue advances on which interest ' . . N
. Advances . is still being accrued {280,964) {387,336} (242,684)
Totai Nan- overdue . tess: Rescheduled advantes on which '
advances parforming for aver : interest is still being atcrued (23,740) {83,074) (57,247)
t 1 . h. *_Add: Non-performing loans which are not )
to customers . oons three months . ‘overdue of sescheduled 360,890 243,173 505,931
. HK$'000 HKS$'000 HKS$'000 T
Hong Kong 93,029,972 2,340,156 2,485,244 Tota! nen-performing loans . 2,882,278 3,207,063 3,108,001
People’s Republic of China | 3,638,106 531,707 644,173 Notes: . \
Other Asian Countries 4,366,586 | 128,218 121,248 . L et
Others C 10,266,230 206,982 1.869 (1) Advances which are overdue for more than three months.
Toral 111,300,894 3,207,063 3,252,534 . . () Rescheduled advances which have been overdue for more than three months under the revised ,ep-ymm
. el el w———li . terms are Included undes overdue advances and not cescheduled advances.
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(@ Other Overdue Assets . : 6 months ended 30612002 Restated )
’ ° ' 3070672003 : Petsonal Corporate . Investment - Corporate Inter-sagment
. . . Accrued ’ Other . Banking Banking Banking . Services °  Othen flocated Consolidated
- : ; _ Interest assets : ’ AOSO00C HWEOD  AKBOED NSO R0 M0 HESR0  MKEO
- : . - HKS'000 HK$000 N :
. 4 Net interest income 1,15128 381,565 293,17 13 10,943 (22018) - 1,818,808
Other assets overdue for ot . ! Other operating income fram - i
- 6 months or less but over 3 months . 3,112 28,701 externdl tuslmmerx . 3 101,967 152,957 154,90 114,353 3.475) s 823445 .
- 1 year.or less but over 6 months - 2,594 1,165  Inlersegment income 8311 30,672 97 - Co- 487 (113,347} -
- Over 1 year . . 1,342 6,999 . . \
! . : - — _ Total operating income LLS26558 434204 104 405,825 154,937 125,302 48,774 (113, 307) b
. - 7,048 37,865 "
. ‘ ' Opela\mg profitioss} before .
Restheduled assets : - T ovions QL% DR BeW eI M (53) <L
- . . Charge for bad and doubtful debts (305,630 § 28} (1431 (1,061§ (15941 (0} - (LRI
Total other overdue and rescheduled assets i 7,048 37,865
: Qperating pmﬁvno{s) after .
30/06/2002 prvisions 501,549 207,267 235,988 - 62,302 33,305 {183,d64) - 945,947
Intet- t 18 X 434 - - - . nan - -
. Aceraed Other n‘n segment transactions ] 95,188 {26,455) ‘ 343 . ( )
. intarest assats* Contribution hom operations 596747 150,812 29402 82,302 NS B - 946,947
. - . . HK$000 HK$'000 . Wrileback off{increase in}
. L. impairment loss for the period - 1161 &8 - 1,416 {3.985) - 5,043
Qther assets overdue for’ . Share of profits less losses of . :
- 6 months or less but over 3 months | 8,523 5.068 assodates W06 15,199 822} - {1,083) {295} - 152
- 1 year or iess but over § months 2362 - 1,772 Other income and expenses - - (6,154) - - 3098 - {3.086)
~ Over 1 year 1,978 6,449 o . .
¥ Profit/floss) belore taxation 596,953 m3m wan ) 62,300 33.658 {236,823) - 956,459
- 12,863 13.289  Taation - - - . Sodmae. . - (B i
Rescheduled assets ) o - - Minarity interests . . - 18,5561 - . - (18,566}
Total other overdue and rescheduled assets ' 12,863 13,289 Profitfloss) atiributable to . . ;
. ; ! 596,953 m1n 221197 43738 33,658 {420,785 } - 753,931 o
*31/12/2002 . et e e meeeE meetem i mmeeeee e .
A 5 - preciation for the period (49,421 ) (14271} - {5,585 ) {1,895) (6.483) T35,424) - {113,089)
ccrue Other . - .
interest gssets® Amorisation of goode‘ﬁ {19,059} (14,349) ~ . (17,733) {10,845 (430} - - {62,459 ]
HKS$'000 HK$'000 I DEFERRED TAX ASSETS AND LIABILITIES RECOGNISED

The components of deferred tax assets.and liabilities recognised in the. consolidated balance sheet and the

Other assets overdue for movements during the'periad are as follows:

~ 6 months or fess but over 3 months - | 4,029 1,275
- 1 year or less but over & months 1,096 9,850 - Depretiatien Unraaised
- Over 1 year 1,202 6,486 . X allowencesin - . © gainson FX
. ) . excess of contracty/
. 6,327 . 17,611 Uelerred tax arislng . related teasing  Revaluation untarned
Rescheduled assets : - - fom: © depraciation  transactions of properties  Provisions discount Tax losses Othérs ,  Total
- . . . HK$'000 HK$'000 HKS'000 HKE000 " HKS000 HKS'000 HK§ 000 HK3'000
Total other overdue and rescheduled assets : ' 6327 __ 17,618 . : T .
: =5 At st January, 2003 256.709 436636, 189,043 (164,620 4 23973 - (92,386} 391 £33,329
. . Write off against investment - (166,824 ) - A - - - (166,824 )
Other assats refer to trade bills and verelvab)es,. . Chargedredied) o consalidated . T
(e} Repossessed Assets ) profit and loss account BB M) - om 8369 - 2,148 915 42.27’
: a a7, Charged to teserves . - - 15575 - - - - 15,875
30/6/2003 K 3076/2002 311272002 Exchange and other adwslmmh - - - - s %9 - 28
‘ . HK$'000 HK$°000 HK$°000 "
At 30th June, 2003 186,502 269735 (184618 {164,997} - 32,142 189,969} 4889 522,920
- Repossessed properties - 226,748 481,156 390,499 . —_— s = T T
. Repossessed vehicles 6,645 . 6,090 4,990 At 1t Janvary, 2002 266,213 29,106 175,841 {168,452} . 18,267 - (83884} 3090 . 539681
. , g " Additions thiough a(quwsmon . : . X
Total repossessed assets 233,393 487,246 395,489 of subsidiaries 40 - - - - - - AR
s == Wite off against investment - {51313} - - - - - (91,313}
‘ ' ; Charged/credited to consolidated . B : :
;Eiham?‘:mzéeopzr:s:é\l; 1t$h‘eoest\ma;::l rzngél;et vafue of the repossessed assets as at 30th June, 2003,. profit and fos account 680 1263 . Camoean 457 535 2387
. ecem o ) Cradited to reserves - - (1,655) - - L . (1,655}
‘M. SEGMENT REPORTING - . Exchange and other ad(flslmznts - - - - s {2.536) - 47.536)
Segment information is presented in respect of the Groups business segments. A4 30t fune, 2000 . 293,233 279'055 113486 (163708} 9875 &, Y 3725 508954
Personal banking business includes branch operatmns personai internet bankmg consumér finance, property ’ .
loans and credit card business, 30/5/2003 307612002
- HK$000 HK$°000
Corporate banking business includes corporate lending and loan syndication, asset based lending, commercial . .
lending, community lending, securities lending, trust services, mandatory pravident fund business and corparate Net deferred tax assets recognised on the consolidated balance sheet - (67,809) - (80.837)
‘. Internet banking. _Net deferred tax liabitities recognised on the consclidated balance sheet 590,729 589,801
. . [ .
Investment banklng ‘business includes treasury operations, securities broking and dealing, provision of internet . ) . 522,920 ) 508 984

security trading services. and asset management.

I8 QFF-BALANCE SHEET EXPOSURES
Corporate setvices Include company secretarial services, share registration and business services, and offshore The foliowing is & summary of each significant class of off-balance sheet exposures: -
corporate and trust services. !

. 30/6/2003 30/6/2002 31/12/2002
Other businesses include bancassurance, insurance business and proper!y—related’busw‘ness. - . . HK$'000 . HK$'000- . HK$000
Unallocated items mainly comprise the central management unit, bank premises, and any items which ¢annot be - Contractual amounts of contingent Habilities
reasanably allocated to speahc business segments. and commitments -
T - Direct credit substitutes ) 4,159,808 4,019,560 4,125,735
 months ended 30/6/2003 . - Transaction-related contingencies X 514,149 619,353 519,227
g © - Trade-related contingencies y " 2,358,338 2,735,211 2,152,000
Personal Corponte investment  Corporate Lo Intersegment o - Other commitments with an original maturity of: .
Baoking  Banking  Banking Services Others ¢ Under 1 year or which are uncondmonalky : .
HES000 HRSODO  HKE000  HKSOB0  HKSOBO  HKS'000  HKSO0D  MKS00O ' cancellable . 20,682,040 21,317,430 20,615,082
. ) 4 ! y ) g 1 year and over S - 7,633,185 7,269,070 8,416,217
Net interest Income 976,928 551,757 w5 . 13,919 {50 . - Lmen - Others . 57,594 - - -
Other operating income from - . ' . ' T ) B R '
extemal austomers 13134 125060 . 308707 181,35 61301 36,359 S 075 Tota 35.405.115 35960624 __ 35828261
Inter-segment income .- . - - - 68,058 68,055 § - ’ . : 3
= - o ~ Aggregate credit risk weighted amount . 8,171,875 8,084,833 8,558 065
Total operating income 1214, 868 582 819 983, 522 : )81 377 75,40 57 28] {68, 055) A 727 758 Nmicn‘af amounts of derivatives ‘ . . .
. .. - Exchange rate contracts . ' 23,714,955 26,760,833 - 21,062,568
Cperaling piofiusstbefore - oo o . : " - Interest rate contracts * <. 12,926,891 8,361,158 . 11,347,330
provisions c 680,684 437,778 450,894 52408 4,595 (224,910) - 1,401,447 - Equity contracts . 586,888 . 731,648 372,262
Charge for bag and daubtful debts - (124,851) {75,741} {63,667 } @924} (5,515) {10712) - 291,211} : — . - -
- B . Total . s - f 37,228,734 35,353,639 32,782,160
Operating profitfiots) alter . : : - = T T
provisions 56,033 362,035 381,207 47,484, {920) {235.623) . 1,410,236 ~ Aggregate credit risk weighted amount , 326,358 182,712 218,951
* Inter-seqment transactions $6.380 o AN 4091 - - {65,217) - - . . LT .
N T 5 ~ Aggregate replaceman( costs - 932,254 216,380 425,196,
Contribution frem operations 612,413 366,281 385,318 47,484 320 300,840 - 1,410,236
Wite-back o!/(livc'n:u in) L. Gy Gong) The replacement costs and credit nsk weighted amounts of !he off-balance sheel exposures do not tike into
impaitment loss for the period - .3 - - 5557 97( . 4305 account the effects of bilateral netting arrangemems .
- Share of profits less osses of - .
- sssociates e 13,561 110,701 R nat o4 . ngs K- CURRENCY CONCENTRATIONS *
Othet income and expenses > e (2‘20” i - 4 UDS'NJ) T uas'osa) 1. The net positions in-foreign currencies are dlsdosed when each turrency constitutes 10% or more of the
Xpei T 2 . - a - 4 total net pasmon in all 1ore|gn currencies. .
Profitfioss) before taxation 9,876 ECKIC I Y11 a4 2,08 as.261), - 1029186 .. . . . . 30/6/2003
. . ‘ ) - . : g . ' HKS Million
Toation e - - - - - D - sy - )
Minority interests s - - (11,821 135 R Ss) uso CAD GBP Others . Total
" } Spot assets 43998 5112 3,714 18,238 71,062
profitfioss) attributable 1o . . . ’ Spot tabilities : - (42,663) s |4s) . {8.499) (20,755) . (74,763}
. shatebolders £09 876 378,119 372,410 35,657 28,193 (631,753 ) - 792,502 . Forward purchases 12,703 © 2,953 7,483 23,806
™ E B Forward sales {13,109} (524) (589) . (4,958) (19,180}
Depreciation for the period R (42,038) -B.114) 3.540) W (35,543} . (12,307) n C -
Amortisation of goodwill [16857} 132 6! ey (16702} @) - - (68,335 ) . Net long/(short) position 928 - EE] (121) 18 925
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30/6/2002

HKS Million
! usp CAD GBp* Qthaers Total
Spot 'asse_li 45,173 3,339 5,649 16,601 70,762
Spot liabilities {47,853) {4,024) {5,850) (16,932) {74,659)
Forward purchases 16,406 873 903 6,039 24,321
Farward sales {13,014} (162) (659) (5,701} (19,576}
Net iong position 712 126 3 3 848
31/12/2002
HKS Million
usp CAD GBP Others Total
Spot assets 50,001 4,049 4,838 17,278 76,166
Spot liabilities (48,381) (4,425) (6,161) {19,821) {78,788)
Farward purchases 11,731 805 1,434 6,466 20,436
Farward sales (12,830) (311) (238) {3,858) {17,235)
Net long/(short) pasition 521 118 (125} 65 579

*  The currency constitutes fess than 10% of the tota! nel posmon in alf foreign :unenaes and is presented for camparative

purpcse only.
2. The net structural positions in foreign currencies are disclosed when each currency constitutes 10% or
more of the total net slruc‘uval pusmon in all foreign currencies.
30/6/2003
. HKS Million
. usp CAD Others Total
Net structurat position 1,431 220 365 2,017
30/6/2002 -
HKS$ Million
usp CAD Othars Total
Net structural position* 1,390 185 338 1923
. K 31/12/2002
- T HKS Miltion
usp CAD* Others Total
Net structural position 1,416 188 367 _19n

* The currency constitutes less thah 10% of the tatal net structural position in afl foreign currencies and is presented for
comparative purpose only, .

L CAPITAL, CAPITAL ADEQUACY AND LIQUIDITY INFORMATION
Prior year adjustments resulting from change in accounting policy have been taken into account in the calculation
of Capital Adequaty Ratio and Capital Base as at 301h June, 2002 and 31st Dacember, 2002,

1. Capital Adequacy Ratio :
30/6/2002

30/6/2003 31/12/2002
" Restated Restated
% % %
U,nadjus-!ed capital adequacy ratio 17 16.9 16.9
Adjusted capital adequacy ratio 17.0 16.9 16.8

The unadjusted capital adequacy ratio is computed on the consolidated basis which comprises the positions ‘
of the Bank and all its subsidiaries as required by the Hong Kong Monetary Autharity for its regulamry
purposes, and is in accordance with .the Third Schedule to the Hong Kong Banking Ordinance.

The adjusted capital adequacy!at\c which takes into accounl market risks as at the balance sheet date is
computed in accordance with the Guideline “Maintenance of Adequate Capital Against Market Risks*”
issued by the Hong Kong Monetary Authority ang on the same consolidated basis as for unadjusted capital
adequacy ratio. -

- S Pd
The average liquidity ratio for the period is the simple average of each calendar month's average ﬁquidi(y
ratio, which is computed on the consolidated basis as required by the Hong Kong Monetary Authotity for
its !egulazory purposes, and is in accordance with the Fourth Schedule to the Hong Kong Banking Ordinance.

STATEMENT OF COMPLIANCE

The Interim Report has fully complied with lhe modure set out in the Supervisory Policy Manua!l “Interim Financial

Disclosure by Locally incorporated Authorized Institutions™ issued by the Hong Kong Monetary Autharity on 8th
November, 2002 and the revised Statement of Standard Accounting Practice 25 “Interim Financial Repomng
issued by the Hong Knng Society of Accountants in December, 2001, .

INTERIM DIVIDEND
The Directors are pieased to declare an interim dividend of HK$0.23 {2002: HK$0.21) per share for the period ended
30th June, 2003, The interim dividend will be paid in cash with an option to recaive new, fully paid shares in lleu of
cash, to shareholders whose names are on the Register of Members at the close of business on Wednesday, 27th
August, 2003, Details of the scrip dividend and the election form will be sent to shareholders on or about Wednesday,

" 27th August, 2003. The scrip dividend scheme is conditional upon the Listing Committee of The Stock Exchange of Hong

Kong Limited granting the listing ef and permission 1o deal in the new shares 1o be issued under the scrip dividend
scheme. The dividend warrants and the share certificates far the scrip dividend W|l| be sent 1o shareholders by ordinary
mail on or about Thursday, 18th Septembev 2003.

CI.OSURE OF REGISTER OF MEMBERS
The Register of Members will be closed from Monday, 25th August, 2003 tc Wednesday, 27th August, 2003. In order to
qualify for the above interim dividend, all transfer documents should be lodged for registration with Standard Registrars
Limited, G/F., Bank of East Asia Harbour View Centre, 56 Glouces!er Road, Wanchai, Hong Kong, by 4:00 p.m. on Friday,
22nd Augusl 2003

FINANCIAL REVIEW
Ftnancial Performance -
In this announcement of the 2003 interim financial results, prior period adjus(ments have been-made in respect of the
accounting policy changes this year, following the adopnon of the revised acccunlmg standard, BKSSAP 12 - Income
Taxes.

The cutbreak of Severe Acute Respiratory Syndrome {SARS) in March 2003 in Hong Kong seriously affected the economy,
especially retail sales,” tounsm and catenng As 3 lesulx the unemployment situation worsened and the consumer credit
market further d. With continued do pressure on interest rates, competition within the banking sector
remained fierce. Despite thxs difficult operating environment, in the first six months of 2003 BEA Group achieved a profit
attributable to shareholders of HK$793 million, representing an Increase of HK$39 million, or 5.1%, over that of

* HK$754 million for the corresponding petlod in 2002, The result was also HK$277 million, of 53. 6%, above the HK$516

million recarded in the second falt of 2002. Basic earnings per share were HKSO 55, Return on average assets and retyrn
on average equity were 0.9% and 8.4% respectively, .

BEA's net interest income decreased by HK$42 million or 2.3% from HK$1,819 mﬂhon in the first half of 2002 to
HK$1,777 million in the first half of 2003. Net interest margin declined to 2.01%.

Non-interest income continued to perform well, increasing by 15.5% from HK$823 million in the first half o! 2002 to
HK$951 million over the correspanding penod in 2003. The upsurge was mainly attributable to an increase in profits on
investments in securities. Total operating income grew by 3.2% to HK$2,728 miltion,

f
Total operating expenses decreased slightly by 3.5% over the cmresponding figure for 2002 to KK$1,327 million, a .

result of BEA's determination to reducing operating costs. Hence, the cost to income ratic dropped from 52.0% in 2002
to 48.6% in 2003, It is expected that the cost to income ratio will continue to drop, reflecting the raﬂcnahsallon
measures putin place following. the rnerger of 3 number af units in recent years

Operating profit before provisions recorded an Increase 6f 10.5% from HKSLZEB million in the first six months of 2002
to HK$1,401 million in the corresponding period for 2003. The figure also represents-an increase of 12.5% over the
HK$1,246 million recorded.in the second half of 2002, demonstrating strong performance in BEA's core banking business.

BEA's asset quality continued to improve, in fine with precautionary measures undertaken by the Bank.to.minimise the
potential for loss in the current economic situation. As a result, the charge for bad and doubtful debts decreased by
9.3% from HK$321 million in the first six months of 2002 to HK$291 million in the cofresponding period for 2003, The
resuit alsa reflects a decrease of 40.5% from the charge. of HK$490 miliion in the second half of 2002. Non-performing
loans dropped from 2.9% of total loans at the end of June and December 2002, to 2.B% at (he end of juna 2003.

As'a result of the increase in operating profit before provisions and the decrease in the charge for bad and doubtful
debits, BEA'S operating profit after provisions recorded double digit growth, rising 17.2% to HK3$1, 110 million.

in line with the downward wend in property prices, the vélue of BEAS inve§lmen\ properties and bank premises recorded
a decline amounting to HK$20 million and HK$80 million respectively.

In the 1xm six months of 2003, BEA shared a pre-tax prpfit less losses from associates cf HKSZB ml“loﬂ as compared
with HK$7 million in the same per\od in2002; .

Minority interests decreased by HK$? million t6 HK$11 million. With the increase in pretax prof'its and in ‘the profits tax
rate, and-the adoption of revised SSAP12, taxation increased by 22.3% tco HKSZZS million, Net profit attributable to
shareholders for the first half of 2003 was HK$793 mdhon .

2. Capital base after deductions
' ) 30/6/2003 30/6/2002 31/12/2002 Financial Position
Restated Restated As at 30th lune, 2003, total consalidated assets were HK$189,323 m:Jhon of whxch 55.4%, or HK$104,943 millien,
- - " were advances 1o customers, Customer deposits were HK$147,146 million. With HK$4,278 million Ioan capital, total
HK§°000 HK$'000 +HK$'000 capital resources increased by 1.1% from HK$23,107 million at the end.of 2002 to HK$23,372 million,
Core capital : . in the first half of 2003, B.EA issued certificates of depost I ill i ifi
" . - posit with a value of HK$2,000 million and discounted certificates
P;‘d up ordinary share capital 3,629,676 3,592,326 3615863 o geposit totaliing AUDEB million and N2D74 million, respectively. The Bank redeemed certificates of deposit amounting
Share premium 355,427 372,036 356,210 5 53535 million ang HK$2,135 million upon maturity, and repurchased a quantity of its own centificates of deposlt
Reserves 13,787,298 13,122,684 13.228,115 amounting to HK$65 million equivalent,
Minority interests {76,759) 35,084 44,708 -
Deduct: Goodwill . (2,347.937) {2,242,135) (2,181,433) At 4hé and of June 2003, the face value of the outstanding debl portfolic was HK$8,755 miffion, with the carrying
. R )} amount equal to HK!G 532 million. K
Total core capital 18,347,705 14,887,005 15,063,463
. Aftgr taking into accuum all debt instruments issued, the Ioan o~ depusrt Tatio was 68.3%, being 7. 3% lower (han the
Eligible supplementary capital 75.6% reported at the end of June 2002. . .
Reserves on revaluation of land and .
interests in land (at 70%) 745,173° 835,507 756,077  Maturity Profile of Debis Issued
General provisions for doumtul debts 1,256,804 1,410,234 1,339,533 (Al expressed in millions of doilars)
Term subordinated debt 4,277,803 4,274,617 4,276,227 3 Total Yeatr of Maturity
- . . Vi 6 2007
Total eligible supplementary capital 5,279,780 6,520,358 6,371,837 Currency.  Face Value 2003 2004 200 g0
. . " Floating Rate
Total capital base before deductions 21,627,485 21,407,363 21,435,300 y
Deductions from total capital base {371.497) 934,383) fg53,797) Copuificates of Daposit KD 1 a6 1006
o ' - - Issued in 2002 _HKD 1,061 1,061
Total capital base after deductions 20,655,994 20,472,374 20,481,503 Isszed in 2002 uso 25 25
. ) ' Issued in 2003. HKD 2,000 2,000
Reserves . 5 )
30/6/2003 30/6/2002 31/12/2002 4
A Restated Restated :FZ:“ U’;g . 0?; 1‘022 3.081
“HK$'000 HK$'D00 HKS'000 : ~
, ' Fixed Rate .
Share premium 355,427 372,036 - 356,210 Certificotes of Deposit
General reserve + 11,725,166 11,515,206 11,623,411 Issued in 1399 HKD 100 100
Revaluation reserve on bank premrses 1,064,534 1,079,221 1,080,109
Revaluation reserve on investment properties : - 114,362 - Discounted
Exchange revaluation reserve 18,971 . ' {13,506) (17,905) Certificates of Deposit
Qther reserves 53,969 91,187 91,968 issiied in 2002 HKD 510 510
Retained profits 2,323,134 1,832,140 2,036,863 200 2002 USD %0 i 9
: : T Issued in 2003 AUD 66 66
“Total 15,541,201 14,990,646 15,170,656 issued in 2003 NZD 73 . 73
Propesed dividends, not provided for 333,930 302,343 506,221 Convertible Bonds A . .
. . . . Issued in 1996 uso 15 15-
Liquidity ratio M ! . .
6 months ended 6 months ended The year ended
30/6/2003 30/6/2002 31/12/2002 Rewall C“"“:‘,' Deposit
% % . . %’ Issued in 2002 'HKD 397 397
Auarane i Toral Nahte iccrind in HKD nnolvalent - £ Jtc 4514 21861 1184 1 09K
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Risk Management

Risk managemment is an essential element of banking. The Group has in plate a :omprehenswe risk management system
1o Identify, measure, monitor ang conirol the various types of risk which the Group faces and, where appropriate, to
allocate capital against those risks. The risk management policies of the Group are reviewed regularly by the Management,
related specialised committees and/or the Risk Management Committee, and have been approved by the Board of
Dlrectors. The internal auditors also perform regular audits on business units to check campliance with policies and
procedures. The Group has also established an Investment Committee to plan the Group's investment strategies and o
monitor the performance and compliance of investment actlvities,

Credit Risk Management

Credit risk arises from the possibility that a customer or counterparty in a transaction may default. it arises from
the lending and treasury activities. To oversee the Group's credit risk management independently of the business
units, the Board of Directors has delegated authority to a'Credit Commmee

{a).

The Credit Committee deals with alf credit risk ve(aled issues of the Bank Group, including: formulation of credit
policies, credit approval, assurance of compliance with regulatory requirements and monitoring of asset quality.

In evaluating the credit risk of customers or counterparties, financial strength and repayment ability are the

primary considerations, Credit risk may, however, be mitigated by obtaining collaterals from the customers or

counterparties. In addition, the potential for concentration of risks is monitored by adaptmg praper contro!
. measures, such as setling'lImits on large exposures in relation to the Bank’s capital base.-

In"this connection, comprehensive quidelines to manage credit risk have been laid down in the Group's Credit_

-Manual, stipulating the delegated lending authorities, credit axtension criteria, credit monitoring process,. 10+
grade loan classilica(ion system, credit recovery and provisioning palicy.

The Group's Credit Manual is regularly reviewed ‘and approved by the Credit Committee ta ensure the robustness
of credit risk management policies and systems, .

()  tiquidity Risk and Market Risk Management

The Asset and Liability Management Committee is authorised by the Board of Directoss to manage the assets and

fisbilitles of the Bank Group. The function of the Asset and Liability Management Committee is to oversee the

Group's operations relating to interest rate risk, liquidity risk and market risk. .

{1} Ligquidity Risk Managemem '

) Liquidity risk is the risk that the Group cannof meet its current obligations, To manage liquidity_risk, the
Group has established a liquidity risk management policy, which is reviewed by the Risk Management
Committee and approved by the Board of Directors. The Group measures the liquidity of the Group

through the statutory liquidity ratio, the loan-to-deposit ratio and the maturity mismatch portfolio.

“The Asset and Lisbillty Management Committes closely manitors the liguidity of the Group on 2 daily basis

to ensure that the liquidity structure of the Group's assets, liabilities and commitments are sufficient for its
funding needs and that the Group.is always in compliance with the statulory liquidity ratio. The Group's
average liquidity ratio was 46.0% for the first half of 2003, which was well above the statutory minimum
ratio of 25%,

Adequate standby facilities sre maintained to pravide strategic liquidity to meet unexpecled material cash
outflows in the ordmary course of business.

vl Market Risk Managemen(
' Market risk is the risk arising from the net effect of changes in marke( rates and prices on the Gvoup s
assets, liabilities and commitments, thus causing profits of losses. These may include interest rates, foreign
exchange rates, equity and commodity prices,

The Group's market risk originates from its holdings in the trading books of fareign exchange, debt
securities, equities and derivatives, which are valued at current market prices {mark-1o-market basis), and
from its investment and banking activities in financial assets and liabilities, which are valued at cost plus
2ny accrued interast (accrual basis), together with securities classified as other investments, which are
messured at fair value in the balance sheet. The Group’s trading activitles on derivative instruments mainly
arise from the execution of wade arders from customers and positions taken in order to hadge other
elements of the trading bocks. The Group has established a market risk management policy that incorporates
guideliries, procedures and controf measures lc monitor its market risk exposures,

_Financial derivatives are instruments that derive their value from the performance of underlying assets,
interest or currency exchange rates, or indices. The Group principally uses financial derivative instruments
as investment alternatives or 1o manage foreign exchange, interest rate or eguity risk, and is a limited end-
user of such instruments. Guidelines on participating in derivatives activities are stated in the Group's
market risk management policy. The Group’s major trading activities in derivative instruments involve
exchange-traded HIBOR Futures contracts and over-the-counter transacted currency options. Other pver-
the-counter transacted ?ovmgn exchange forwards, interest rate swaps and option contracts are mainly
employed to hedge the interest rate rlsk ang opﬂun risk of the banking book. P
The Group's market risk exposures In different acu.w‘zies are measured and monitored on the basis of
principal {or notional} amount, outstanding position and stop-loss limits, and are controlled within established
limits reviewed and approved by the Asset and Lisbility Management Committee for each business unit,
business type and in aggregate. Independent middle and back offices monitor the risk exposure of trading
activities against approved limits on a daily basis. The Group’s market risk exposures are reviewed by the
Asset and Liability Management Commitiee and reported to the Board of Durectors on a regufar basis,
whife exceptions to fimits are reported when they occur.

The Group quantifies the market risk of the underlying trading portfolio by means of value-at-risk (*VaR™),
VaR is @ statistical estimate which measures the potential losses in market value of a portfolio as a result ‘of
unfevourable movements in market rates and prices, if positions are held unchanged in a certain horizon
time period. The Group's VaR is calculated using historical movements in market rates and prices, a 99%
confidence lével and a one-day. holding period, and takes into atcount correlations between different
markels and rates.

Prior to 2002, VaR has been calculated 10 a 95% confidence level, From the beginning of 2002, VaR is
- calculated at a 99% contidence level. This change has been made to tacnh:am consistency with the
:egulatory guidance rn confidence level to measure market risk,

The VaR for the Group's market risk-related treasury trading portfolio as at 30th june, 2003 was HK$2.89
million {(HK$2,39 million at 315t December, 2002). The average daily revenue earned from tha Group's
market risk-related treasury trading activities for the first half of 2003 was HK$0.53 million (HK$0.42
million for the first half of 2002). The standard deviation of these daily revenues was HK$0.42 miflion
(HK$0.34 mimon for the first half of 2002).

Daily dlstrlbut on of market risk-related treasury trading ravenues -
first halt of 2003
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An analysis of daily distribution of the Group's market risk-related treasury trading revenues tor the first
half of 2003 (comparing with the first haif of 2002) Is provided above. This shows that 4 out of 121 days
{2002: 7 out of 120 days) are In Joss positions. The most frequent result was dally revenue. of between
HK$0.25 million and HK$0.5 million, with 48 occurrences (2002: same band with 37 occurrences). The |
maximum daily loss was HK$0.89 million {2002: HK$0.91 million) and the next maximum dally Joss was
HK$0.22 million (2002 HK$Q.p4 - million). The hlghest ddily revenue was HK$3.17 milfion (2002: HK$1.44
million):
(i) Fore|gr\ exchange exposure

The Group's foreign exchange risk expasure arises from foreign exchange dealing, commarcial
banking operations and structural foreign currency positions. Al foreign exchange pasitions are
-managed by the Treasury units of the Group within limits apprcved by the Asset and Llability
Management Committee.

The VaR related to foreign exchange dealing posmons at 30th June 2003 was HK$0.29 million
(HK$0.20 million at 315t December, 2002). The average daily foreign exchange dealing profit Ior
. the first half of 2003 was HK$0.47 million (HKSO 40 million for \he first half of 2002).

. Foreign exchange positions which atise mamly trom foreign currency investments in the Group's
branches, subsidiaries and associates are axciuded from VaR measurements, as refated -gains or
losses are taken to reserves, Such foreign currency positions are managed with the principal objective
of ensuring that the Group's reserves are protected from exchange rate 1|uctualion,

(iiy, Interest rate exposure

The Group's interest rate expasure arises from treasury and commercial banking activities where
interest rate risk is inherent in both trading and nen-trading portfolios. All trading positions are’
managed by the Tréasury units of the Group within limits approved by the -Asset and Lliability
Managemant Commitiee, For the non-trading portfolio, interest rate risk primarily arises from the
timing differences in the tepricing of interest-bearing assets, liabilities and commitments and the
maturities of certain fixed rate assets and liabilities. The interest rate risk of the non-trading
portfalio is also monitored by the Group's Asset and Liability Management Committee.

The VaR related to interest rate exposure due to debt securities and derivatives trading positions,
excluding foreign exchange forwards and options, 2t 30th June, 2003 was HK$2.73 million
{HK$2.88 million at 31st December, 2002). The average daily profit due to these actlvities for the
first hatf of 2003 was HK$0.05 million (HK$0.02 million for the first half of 2002).
(iily . Equities exposure .
The Group's equities exposure comprises trading equities and long-term equities investments, The
Group’s Investment Committee regularly reviews and monitors the equities dealing activities. The.
VaR on equities trading positions as ‘at 30th June, 2003 was HKSB 76 million (HK$3.57 million at
31st December, 2002). - .

{) Capital Management

The Group's policy is to maintain a strong capital base to support the development o( the Group’s business and to
meet the statutory capita) adeguacy ratio. Both the Group’s adjusted capital adequacy satio incorporating market
risk of 17.0% and !he unadjusted ratio of 17.1% as at 30th June, 2003 were well above the statutory minimum
ratio, - -,

Capital is allocated to the various activities of GEA Group depending on the risk taken on by each business
division. Where the subsidiaries or branches are directly regulated by the appropriate regulators, they are required
to mamlam a minimum tapital according to rules of those regulatory authorities,

OPERATIONS REVIEW
IMPROVEMENT TO OPERATIONS
integration and Maerger Exercise
The Bank completed the merger af its two subs:dnarres East Asia Finance Company Limited {"EAF")
Company Limited ("EAC") on 26th May, 2003,

EAF and EAC were founded in 1969 and 1985 respec{ive!y‘ Both companies enended credit facilities ta customers, |
pumanly in consumeriending and equipment finance.

The merger of the two companles will give the customers of EAF and EAC access to the \mder range of banking and
financial services offered by the BEA Group in Hong Kong, China and overseds. The merger also allows 8€A to enjoy
greater economies of scale and to operate more efficiently. Earlier this year, all EAF and EAC customers were duly
notified of the arrangements BEA had put in_place to ensure smooth {ransfer of afi business to the parem company.

PERSONAL BANKING

Branch Distribution '

To assist ongoing efforts 1o increase the sale of bank products through the branch network, management has embarked
on a programme of branch renewal. The new design concept projects a modern image for the Bank, and enlarges the
sales area In the banking hall so as to enable sales staff to serve customers mose efficiently. More branches will be
renovated to the new standard by phases in the coming years,

Rationalisation of the branch network, with the aim of building up an eﬂechve branch network, is an ongojng process.

) and East Asia Credit

. In June 2003, Parkes Street Branch was relocated to Peking Road and renamed One Pekmg Branch.

s Inthe second half of the year, Tal Hang Sai Branch, Sheung Wan Branch, Causeway Road Branch and Tsuen.Wan
Market Street Branch will be closed and merged wnh nearby branches with better locations. .

. The High ‘Net Worth Centre, renavated to the new desxgn s(andard and lncorparating a SupremeGold Cen{re will

be moved to 21/F of the same building.in July and renamed BEA Harbour View Centre Branch.

Following the successtul taunch of the first SupremeGold Centre at Tsim Sha Tsui Bvanch in December last year, additional
SupremeGold Centres have since opened at:,

. Mongkok Branch in Janvary,
. One Peking Branch and Kwun 'Tong Branch in June

-With 11 more centres to be apened in the third and the fourth quarters, a totaf of 15 SupremeGold Centres will be in

operation by the end of 2003, R .

To further enhance branch service, 2 new branch service quality programme was implemented from iuly. A :ustome:
satisfaction survey will be conducted to measure progress by lhe end of the year, . .

Cyberbanklng

With the disruption to normal activities caused by SAR_S,vthe Bank recorded strong growth in demand for its internet-
banking service. There are now more than 230,000 Cyberbanking users, and average daily transactions reached a record
high of more than 90,000 in the first half of 2003. During the period, BEA launched a series of value added on-line
services: CyberShopping; Retail Bonds & Initial Public Offet services; "Cybertrading - Stock” service for SupremeGold
members; and Direct Fund Transfer to BEA China Account for both individual and corporate Cyberbanking Customers,

Moreover, Cyberbanking was extended to cover Automatic Teller Machine card service with the issuance of the

“Cyberbanking Card”, offering a total “all-in-one” expenence t0 BEA customers, .

M.

[+ lationshi, System

With the successful [mplememancn of Phase 2 of the Customer Relative Value model, the Bank is now able to carry but
detailed segmentation analysis, and can make use of the analytical results to carry out effective marketing campaigns
and new product development,

The Bank has now embarked on Phase 3, enabhng more products to be included mto the *“relative value” measurement . *
of profitability anatysis.
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.Property Loans
The outbreak of-SARS pushed the afready sfuggish property markel into further decline, impacting the (ocal mortgage
loan market. Responding 1o the difficuit business envlrcnmenl and intensified market competition, BEA employed a
segment marketing strategy and tailored new products’ to target niche markets with potential for higher returns. For
example, the SupremeGold Mortgage Plan was Jaunched in April to appea! to high net worth mertgage customers, 1o
- whom & range of bank products such as insurance and investment products could be ¢ross-sold. In addition, BEA stepped

up its efforts to form business alliances with various business partners, such as land developers, solicitors and real estate -

agents, to provide a comprehensive, one-stop morigage serwce to customers.

Regarding management of loan quality, BEA has strenglhened coltection and taken preventive measures lo reduce the
occurrence of bad debt and pravisioning amid the continuous fall in property prices.

Consumer Loans

Despite the continued rise in both jobless rates and personal bankruptcies, BEA is maintaining good asset quah\y
through @ prudent credit underwriting policy. In addition, the Bank has successfully inltiated interest-free instalment
(prograrr:mes:wm a niumber of reputable merchants in order to build refationships with quafity customers with genuine
nancial needs

" Credit Cards '
The 8ank’s risk management etforts have been ‘effective in reigning in the credit card charge-aft ratio. With positive

, customer data sharing now being implemented in phases, an improvement in the.bad debt situation of the Bank and the
industry as a whola is expected.

As an integral part of the Bank's customer relationship management strategy, Platinum/Gold Cards are offared to the

8ank’s SuprameGold members. A number of new marketing programmes, including lucky draws, spending rewards and

priority booking schemes, were launched during the period to increase card usage Despite the drop in consumer
* spending during the SARS outbreak, the marketing programmes were well received.

In order to better utilise resources and reduce expenses sefected back office luncnons of the Card Centre have been
relocated to the Guangzhou Operating Centre.

Bancassurance
The Children Education Fund Sponsorship Programme was'held for a third year in-May 2003. "The theme this year was
"BB Competition”, and three winning families each was awarded an Education Insurance policy valued at HK$50,000.

The EnsurPro ‘Lucky Draw campaign was concluded with a Grand Lucky Draw Presentation on 29th May 2003, The
campaign kicked off last September wnh the aim of reinforcing brand awareness, enhancing customer telations and
boosting safes.

A new promation for the complete range of Blue Cross medical insurance products has been made available at all EEA
branches in Hong Kong since the beginning of the year.

BLUE CROSS

APCSC Award for IIM

In recognition of the breakthrough represented by the Company's newly tauncbed intelligent Insurance Machine {"IIM*),
the Asia Pacific Customer Service Consortium awarded Blue Cross its Innovative Techfiology Award for the Year.2002.
The state-of-the-art IIM is an electronic kiosk that allows travelers to purchase Blug Cross China Trave! Accident Insurance
instantly 2t miost KCRC East Rail stations.

Superbrand
In January, Blue Cross was selected 35 one of the 134 Superbrands in Hong Kong.

These awards recognise the Company’s ongoing commitment to be the preferred ingurer in Hong Kong, and in pamcular
its leading role in travel insurance.

Shanghai Representative Office
The Company obtained approval from the China Insurance Regulatory Commlsston to establish a Shanghal Represen\alwe
Office, which was subsequently set up in March,

Business Results
Blue Cross ouxperformed plan by 5% over the period, wwth a growth of 20% in premium income for the ﬂrst half year.

CORPORATE BANKING .
Corporate Lending and Syndkatuon
. BEA has always maintained a strong position in the lacal syndication and corporate lending market by actively arranging
and underwriting syndicated deals for large corporate customers. in the midst of the-prevailing shrinking interest
margins, BEA has also been Iakmg pro-active approach in soliciting businesses from high quality medium-sized companies,
.50 5 to broaden its clientele and income base.

Notwithstanding the stagnant syndicatad loan market, which was exacerbated by the SARS outbreak, BEA mamtauned an
active market presence in the first hall of 2003, The Bank assumed the roles of Co-Arrangers and Lead Managers for
numerous deals, including.a HK$B,000 million syndicated: loan facility to Sun Hung Kai Properties and a HK$850 million
syndicated loan facility 1o Kingboard Chemical Holdings Limited. Furthermore, BEA took up the role of facility agent,
security agent or account-bank for several additional syndicated loans, reflecting the 8ank’s renewed emphasis on non-
interest income,

In future, BEA will continue to improve its bottom fine by praviding high quality tailer-made preducts for customers. In
particular, the Bank will seek to expand its exposure to well-managed medmm sized compames by arranging corporate
loans and/or syndicated facilities to meet their specific funding needs.

Commar:lal Lending s
The gloomy economic conditions and the outbreak of SARS during the first half of 2003 had a severe negative impact on
trade finance business in Hong Kong, To cope with the critical business environment brought about by the SARS, BEA
has adopted more flexible credit policies for alfected corporate customers. To meet changing financing needs and
provide warking capital finance, & new product, Export Loan Financing, was launched. To' attract more business, the
8ank will continue to launch and promote other new praducts to cdrporate customers and to seek niche markets with
potentiat for better returns, .

Community Lending :

BEA has further extended its support to sma!l and med»um size enterprises {"SMEs") through active participation in the
enhanced SME Loan Guarantee Scheme launched by the Trade & Industry Department of the Hong Kong' Government.
The revised Scheme offers enhanced flexibility, adding working capital loans and account receivable finance ta the
categories eligible for assistance under the scheme. Following the outbreak 6f SARS, BEA acted swiftly to support the
SARS Relief Fund Loan Guarantee Scheme, The Bank took an active role in the workmg group formed to fcrmulale
immediate relief measures for SARS affected industries.

To assist SMEs to better understand and assess their business performance, BEA is involved in the expert panel for the
development of the Enterpnse Performance Alert interactive tool, (urrenﬂy undertaken by the Hong Kong Produclwny
Council, |

Asset Based Finance

The equipment finance portfolio recorded double-digit growth as a result of increased markenng efforts targetéd at’

SMEs. The achievement was attributed to successful partnerships with machine dealers and active participatian in the
Government's SME Loan Guarantee Scheme. Despite the adverse changes in the taxi industry, BEA remained one of the
major lenders in the field. BEA is well positioned for {urther growth in the asset based finance market‘

Securities Lending

BEA hag continued its efforts to promcte its’ Iendmg products and services to customers in the local securities markel
and an improvement in Joans outstanding to this sector has been achieved. Furthermore, BEA successfully completed-one
Receiving Bank profect in' June 2003 and is likely to participate in several additional Receiving Bank projects.in the
second half of the year, Stagging foans, for subscription to new shayes at \nmal Public Offerings, will continue to be one
of the target products to be promoted throughout the year,

Bank of East Asia (Trustees) Limited
Trust Service
In the first half of the year, the Cornpany successiully provided its custodian service to the maintenance funds of 11

Incorporated Owners of Estates under the Tenant Purchase Schemes of the Hong Kcng Housmg Authority, with & tatal

asset'size of HK$560 million.

The Company was also appointed as trustes to BEA Capital Growth Fund an Approved Pooled lnvestmem Fund under
the MPF Schemes Ordinance. In April 2003, BEA Asia Strategic Growth Fund, a sub-fund of BEA Capital Growth Fund,
was launched to provide more diversified mveslmen\ options for the MPF Schemes.

Mandatory Provident Fund

Allhough the 1ocal job, market sutfered from the slugglsh economy and SARS in the first half of 2003, BEA still recorded
growth in membership of its MPF Master Trust Schemé and Indusiry Scheme during the period. With & view to providing
better customer-locused services, a large-scale customer satisfaction survey was conducted at the‘beginning of the yéar,

-+ Corporate Cybevbanklng
Over 5,700 corporate customers have registered with BEA's Covpurate Cyberbanking service since its launch in July 2001.
- ‘An innovative real-time Funds Transfer to China service. was introduced in May 2003, This new service enables customers
to conduct reak-time funds transfer from local BEA account 1o any BEA account in China, a significant'enhancement for
corporate customers who have business operations in Hong Kong and the Maintand.

Business Development

BEA has deepened its strategic alliances with The Chinese Manulac‘u:e's Association of Hong Kong and Hong Kcng

Trade Development Council, assisting local enterprises to expand their business in Hong Kong and the Mainland. The
* Bank also sponsored the SME Ambassador Programme organised by The Hong Kong Article NUmbering Association, with
- the al;n of enhancing the overall competitiveness of SMEs in the consumer goods, retail and wholesale sectors,

Jo bring up-to-date market information to corporate customers, BEA organised 2 forum under the banner *Sharing of
ccess in China” in June 2003. Three renowned business leaders shared their success stories in China with BEA
chstomers. The Bank also participated in the SME Market Day organisad by the Hong Kong Trade Development Council.

. INVESTMENT SERVICES

East Asla Securities Company Limited ~ Cybertrading Service
Strong growth in the number of Cybertrading accounts continued throughout the first half of 2003, rising 32%-over the
same period last year. All new and existing clients enjoy online stock trading through a number of electronic trading

" channels; including the Internet, and telephone ‘or mobile phone through the Bank's Inleractive Volce Recognition
‘System (*IVRS"). As of 30th June, 2003 more than 38% of securities clients had subscribed to the Internet Trading

Service.

In response to the abolition of the minimum brckerage commission rate eHecuve April 2003 and in hne with the market,
gast Asia Securities Company Limited has | d.i d brokerage ¢ rate for telephor\e ¢all-in orders as
well as orders placed over the counter,

East Asla Securities Company Limited has instituted varlous incentive schemes including & significantly lower commission |
rate and minimum commission rate per trade, to encourage its cliefs 1o execute trades via its user-friendly electronic
trading platform. The schemes have generated strong pasitive response trom clients and reaped satisfactory results, ,
Currently, the volume of transactions executed via the Cybertrading System, expressed as a percentage of. tota! turnover,
accounts for some 57% and 35% in terms.of number of trades and transactioné-volume, respectively.

As part of continuing efforts to Upgrade the Cybertrading service, in the second half of 2003 East Asia Sacurities
Company Limited will intreduce the *Snapshot” real-time stock price quotation setvice over the Internet. This offers a
similar level of service to the existing "Streaming® real-time stock price quotes service,-but at 3 much lower cost. tn
addition, East Asia Securities will also further enhance its VRS Tradlng Syster in the'second half of 2003,

Currency/Indices/Equity. Linked Deposit Services .
As part of the Bank's strategy to further expand its wealth management services, the Bank has been offering selected
customers equity linked deposits and currency linked deposits as an alternative investment products. Subject to each
customer's investment objective and market view, linked-deposits aim to offer customers a potentially higher return than
traditional time deposits under the current fow interest rate environment.

For the first six months of 2003, the linked deposit portfalio and related fee income have both registered more than 3
two-fold increase when comipared with the corresponding period 1ast year. With 3 view 10 catering for the incraased
demand from the mass affluent market, the Bank plans to lower the minimum investment amount for linked deposit
products, and 10 offer linked deposit products thraugh its Cyberbanking piatform in the third quarter of 2003.
Guaranteed Funds

With volatile global stock markets and.the low interest rate environment, in the first haif of 2603 the Bank continued.to
offer its customers 100% capital guaranteed investment products. In February 2003, the Bank successiully taunched two
guaranteed funds, namely the 8EA AUD Capita! Guaranteed Coupon Fund and the BEA NZD Capital Guaranteed Coupon *

- Fund. More than HXSB00 million equivalent was recpived in subscriptions for the two funds combined. The successful

faunch of the two funds has helped further improve the fee-based income of the Bank. . A

In.mid June 2003, the Bank launched a further 100% capital guaranteed fund - BEA Equity & FX Markets Capital
Guarantesd Coupon Fund. This clesed for subscription on 15th July, 2003, following an encouraging response from
customers. This 100% capital guaranteed fund aims to achieve capital appraciation by pamupatmg In the performance
of the S&P 500 Index and strength of the Auslrallan doller against the United States Dollar,

CORPORATE SERVICES

Business, Corporate and Investor Services.

Group member Yricor Ho[dmgs Limited {*Yricor® ) is.the market leader in terms of bolh scope and scale of busmess in
corparate and Investor services. During the first six months of the year, Tricor and its domestic and internationai clientele
have faced the challenges arising from the war In Ifaq, the SARS cutbreak and the unfavourable economic climate. This
has-led to 3 decliné in Tricor's business servicing inward Investment into Hong Kong/Greater China, Furthermore, some
clients have postponed theis initial public offerings in Hong Kong. There has 2lso been pressure on fees from clients

suffering as 2 result of local economic malaise, With these incidents now in the past, Tricor service lines will pick up .

gradually in the second half of the year.

In January 2003, Tricor acquired the business and corporate services practice of Pncewalerhousecoopers in Hong Kong,
thus further strengthening its Jeading position in these specialised busm!sses
Offshore Corporate and Trust Services

8EA offers a full range of offshare corporate and trust services through its wholly~cwnud subsidiary, East Asia Corporate
Services (BVI) Limited and Jts assoclate, East Asia International. Trustees Limited, both of which are located in the British
Virgin islands. These companies have engaged legally qualified and eiperienced mﬂ in the BVI, who are assisted by
Group staff in Hong Kong.

CHINA DIVISION

BEA Beijing Branch commenced busmess on 281h February, 2003 At present, BEA has a tota) of 16 outlets in Chma,
providing a wide range of quality banking services to its growlng customer base'on the Mainland.

To fulther expand jts branch network, BEA has ‘obtained prel umnary approval from the People’s Bank of China ("PBOC")’
1o establish a sub-branch in Gubei, Shanghai. it is expected that lhe Sub branch will be in operauon by the ‘end of this
year.

In 2002, 3!l BEA branches in Chma obtained licences to provide full foreign currency services 1o all categories of
customers, From May 2003, BEA branches in China have begun to receive approval from PBOC to offer Renminbirforeign

. currency exchange to local Chinese residents, In line with the WTQ timeline for market fiberatisation, 8EA has submitted

applications for Renminbi business licences for its Guangzhou and Zhuhai Brafches. BEA's Guangzhou Branch has already
obrained approval from PBOC in ws regard

The outbreak of SARS on the Mainland mevnably affected BEA's operations, The.branches took the opportunity to rewew
their operations and customer portfolio, with the objective of i lmprovmg operational efficiency and the al|ocal|on of
resources for future business deveiopment. .
OVERSEAS OPERATIONS . ’ .
The Bank constantly monitors and reviews the global econamy, and adjusts its international busmess strategy accnrdmgly .
During this reporting period, the Bank closed xls Represen(alwe Offices in Ho Chi.Minh Cny, v|etr\am and Manlla, the .
Philippines.

On the other hand, expansion in the USA is continuing, lhruugh the Bank's wholly-owneéd banking subsld\ary, The Bank

-of East Asia (USA) NA. A Regional Administrative Office has been established in New York to manage BEA's growing

presence in New York and California.
HUMAN RESOURCES
The BEA Group employees at the end of June 2003:

Hong Kong : . 4,090
Qther Greater China o . 891
QOverseas . } 374
Total ' 5,355

During the first half of 2003, the Human Resources Division monitored and further modified the standardised persanne!
policies implemented last year. The outbreak of SARS in late March tested the Bank's employee care and support policy,
and proved it to be robust and capable. To meet the changing needs of staff training and development at different
levels, the quality of in-house training programmes was enhanced $0 35 to equip staff members with the necessary skills -
for meeting the new business challenges ahead, R
STRATEGY AND FUTURE PROSFECTS

The Bank continued to pursuesits growth slrategy in the first half of 2003. With the successful implementation of the
new corporate identity last year, and the launch of a broad promotion programme at the branch level for retail financial
products and services,.the Bank attracted market attention to its strategy of offering e"eclrve one-stop financial services.
The Bank has maintained its franchise and competitive position in the industry, !hrough careful planning of products and |
services in line with customer expectatians. These have become .more sophisticated in recent years, with the paor
pérformance of traditional investment vehvcles The Bank has successfully developed new income streams and developed
market opportunltles

Following its acquisition of a majority stake in Tengxs Limited in 2002, the Bank acquired Pncewa!evhcusa(copers
company secretarial and client accounting busingsses-in Hong Kong in early 2003. This has further strengthened the
Bank’s position as the largest provider of business and corporate services and corporate secretarial services in Heng
Kong. This line of business has now been consolidated under a subsidiary arm named Tricor Holdings Limifed, '
The Bank will also continue to develop its wealth managemenx business, under the banner of SupremeGold, targeting
middle and upper-middle income families, .
In face of the current difficult economic and aperatlng environment, the Bank will strive to. s(reamlme and improve 1ts .
operating efficiencies, in order to optimise the value of its resources and to cantrol costs. To achieve this objective, the

- Bank has taken a number of initiatives including branch. rationalisation, shifting of back-office: operations to Mainland

China, and the proposed centralisation of support.operations at *Millennium City. $* in Kwun Tong jn early 2005,
The Bank,wnl continue to. leverage its strong position and presence in China, and capture the business cpportunities
arising in the China market. n lanuary 2003, the Bank opened a new sub-branch in Guangzhou, and, in February 2003;
the Bank successfully upgraded its Beijing Representative Office into a full branch. With a mare extensive branch
netwark, the Bank's ptemler position and role in the China market is further ‘enhanced,
Qutside Hong Kong’ and China, the Bank- will also continue to lock for potential business and alhance cpportunmes o .
expand and create value for its franchise. . X

" DEALING IN LISTED SECURITIES OF THE BANK
There was no purchase, sale or redemption by the Bank, or any of its subsldlanes of listed secuvmes of the Bank during
the six months ended 30th June, 2003, .

© COMPLIANCE WITH CODE OF BEST PRACTICE - -

None of the Directors is aware of any information that would reasonably indicate that the Bank is not, or was not for any
part of the six-months ended 30th June, 2003, in comphance with the Code of Best Practice as set out in Appendix 14 of

_.the Listing Rules. . . . R .

By order of (he Board
Dayid LI Kwok-po
Chairman & Chief Executive

Hong Kong, 1st August, 2003

ok .
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Companies Registry Return of Allotments
AN E B OR B ECHER

Company Number 4 E#REE

255
1 Company Name QT 4H
The Bank of East Asia, Limited BHESR{TETEA T
2 Date(s) ofyAIIotment S8 HE (Note E£ 2) :
02 | 07 | 2003 | To 30 07 | 2003 |
...... B A = 55T T R
3 TOtaIS Of this AIIOtment ﬁtﬂg{%ﬁﬁaﬂg%?f\@:- -----------------------------------------------------------
Nominal Amount Paid and Payable B 8K FEREIMEEE (Note 3£ 3) $ | I—H{$927,§66.00 {

Premium Amount Paid and Payable [(A) + (B)] DR EKEHANEBHBEE [(A) +(B)]3 FK§3 555 850,00 ; .

4 Cumulative Total of Paid-up Capital (Including this Allotment) $ i HKS$3,630,603,600.00
REHEBERFESE (BELSE) -

5 Shares Allotted for Cash HES TR SERG

Class of No. of Shares |{Nominal Value{ Amount Paid and Payable | Premium on Total Premium Paid
Shares Allotted of Each Share on Each Share Each Share and Payable (A)
~ FRE /EEMBIRE
et bl ESERNER | BROEE Paid Payable | g )& 1H B R ER
R S . 3= N A | EEE L S8 L HEEREEE
Ordinary -371,000- | HKS$2.50 |{HK$12.09{ Nil HK$9.59 | HK$3,557,890.00
\
\\

Presentor’'s Name and Address For Official Use
AR ARHE R Rk EE R A

The Bank of East Asia, Limited
Secretarial, 20/F .,

The Bank of East Asia Building,
10 Des Voeux Road Central,
Hong Kong.

Specificaticn No. 1/97
{EEARRET /97 8Y



6 Shares Allotted for other than Cash JEIR & X NHIAS B (Note i 4)

Return of Allotments

ety 53 e R ek

Company Number ZAFRES
255
Page2 HE_H

Class of No. of Shares { Nominal Value:Amount Treated As Paid oni Premium on Total Premium Paid
Shares Allotted Of Each Share Each Share Each Share and
Payable (B)
i gtagshall EomekRt | SERNEE | SREREFCHALYN | EENEE ERETER
HREBE

Consideration for which the Shares have been Allotted 4B FWMEBHELE.

N/A
7 Details of Allottees 4 EIR B ERGIEE
No. of Shares Allotted by Class
Name, Occupation SENERODSENER
and Description AATESS st te s e e ee e e s e e
LRI st ok Class 3B Class 8% Class g %1
&P

Ordinary

See the attached list -371,000-

Total Shares Allotted by Class
8k ERE

-371,000-

Signed 4 /
(Name #4): (

Date g3

Director 3= /Secretary & *




